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PLANNING AND PLAN IMPLEMENTATION 


FIVE-YEAR PLAN TO REMAIN MAIN ECONOMIC PLANNING TOOL IN USER 
Moscow PLANOVOYE KHOZYAYSTVO in Russian No 2, Feb 80 pp 25-35 


[Article by V. Kirichenko, director of the Scientific Research Institute of 
Economics under the USSR Gosplan, doctor of economic sciences: "The Five- 
Year Plan -- the Main Form of Planning the Country's Economic and Social 
Deve lopment") 


[Text] A central point in the measures developed by the Communist Party and 
the Soviet Government for improving the country's economic mechanism consists 
in further increasing the role of the state plan, above all the five-year 
plan, as an important instrument for implementing the economic policy and 
providing for balance in the plan and providing for their general orientation 
toward solving social problems. This point reflects the many years of ex- 
perience in planned management of the national economy and takes into account 
the tasks for further development of our economy and its increased effective- 
ness in the future. 


Ae the CPSU Central Committee emphasized in the decree "On the Fiftieth Anni- 
versay of the First Five-Year Plan for the Development of the National Eco- 
nomy" the basis of the use of five-year assignments as the main form of plan- 
ning the economy was laid as early as the early five-year plan; it is pre- 
cisely this experience in the development and implementation of five-year 
plans that serves as a basis for the most significant conclusions to the ef- 
fect that our plans have become the main instrument for implementing the 
economic policy of the communist party, and not only plans for economic con- 
struction, but also plans for social progress as a whole. 


The modern course toward stepping up the role of five-year planning ensues 
directly from the materials and instructions of the 24th and 25th CPSU Con- 
gresses and subsequent plenums of the Central Committee. During the afore- 
mentioned period important measures were implemented for increasing the sig- 
nificance of five-year planning as a determining constituent part of the en- 
tire system of management of the economy, including associations and enter- 
prises. A stronger tie was created between five-year and annual plans on the 
basis of year-by-year breakdown of five-year plans. This practice has been 
in effect since the 1971-1975 plan. 














Still it should be recognized that the policy of ascribing to the five-year 
plana the function of the main form of national economic planning has not 
yet been brought to ice loyical conclusion. The tnadequate substantiation 
of certain important assignments of five-year plane, the balance of a num 
ber of indicators which has been achieved only formally without eliminating 
the actual dieproportions, the limited nature of the reserves envisioned 

in the five-year plans, and the numerous changes in branch plane for pro- 
duction and construction have made the fulfillment of the five-year plan 
leas stable. Thies has led to a situation where even on the scale of the 
national economy, the annual planning involves a large load related to ac- 
counting for unforeseen changes and the achievement of current balance, and 
as a result, to deviations from five-year assignments. Five-year planning 
has not paye! a dominant role at the level of enterprises and associations 
either since they far from fully take into account the prospects for a 
higher economic level, improvement in the organizational structure or long- 
term economic ties among enterprises. 


The decree of the CPSU Central Committee and the USSR Council of Ministers 
of 12 July 1979 "On Improving Planning and Stepping up the Influence of the 
Economic Mechanism on Increasing the Effictency of Production and Improving 
the Quality of Work" envisions a complex of measures that are to provide 
for a predominant role of five-year plans in the system of state planning: 
their economic substantiation is to be improved and they are to become the 
basis of the practical organization of economic activity at all levels of 
administration of the economy. 


The increased role of the five-year plan is provided for primarily through 
the fact that it will be formed as a central part of the entire system of 

planning including long-term, medium-term and current plans, and the group 
of planned accounts and economic substantiations for the five-year period 

will be expanded. 


The system of plans and the policy for their development which were estab- 
lished by a decree of the CPSU Central Committee and the USSR Council of 
Ministers means that the formation of five-year plans will be based on con- 
clusions and substantiations that are obtained as a result of long-term 
planning. The latter includes two main elements: a comprehensive program 
for scientific and technical progress with a range of twenty years and the 
main directions for the country's economic and social development for ten 
years (broken down into five-year periods) which are prepared by the USSR 
Gosplan; for the first five-year period--with a breakdown for the various 
years, and for the second one determines the most important indicators for 
the last year of the five-year plan. Every five years the necessary changes 
are made in the main directions when each new five-year plan is prepared. 
The main planning parameters of the five-year plan will be initially de- 
veloped as part of the main directions for the country's economic and so- 
cial developed for ten years and only after this will they be translated 
into detailed indicators of control figures and a draft of the five-year 
plan. The organic link between medium-term planning and long-term planning 

















provides for an essential expansion of the acienctific information base for 
the adoption of planning decisions for the five-year period, for better de- 
veloped substantiation of the overall target orientation of the five-year 
plane, and the for logical sequence of their socio-economic concepts and 
atructural policy. The five-year plan is becoming a means of solving large 
long-range economic and social problems in the development of the soviet 
society, the improvement of the well-being of the people, and changes in 
the branch and territorial etructure of public production. It concretizes 
the long-range strategy and the etages in the achievement of the main long- 
term socio-economic goal of development; the decisions made for the future 
become clearly expressed and make it possible to transform planning assign- 
mente for the five-year plan into the basis of practical organizational and 
economic activity. 


The formation of the five-year plan in the continuously operating system of 
planning for various segments of the future makes it possible to determine 
more clearly the specific functions of medium-term planning as distinct 
from long-term and current planning. It should be emphasized that, as 
experience and scientific figures concerning planning show, the main ob- 
jects and levele of planning for the five-year period are the following: 


capital investments and the policy for capital construction, which are used 
to achieve the necessary growth of economic potential and changes in the 
territorial and branch structure of the national economy and to implement 
technical progress; 





the ensurance of balance in the most important factors of reproduction-- 
labor, fixed capital, circulating capital, the necessary material reserves, 
effective demand of the population and the supply of goods and services, 
and the establishment of stable foreign economic ties; 


the determination of economic normatives (conditions) for economic activity 
at various levels of administration, including oblast economic stimulation 
which corresponds to the goals and tasks of the five-year plan (indicators 
of the efficiency of the utilization of resources, chenges in wholesale 
prices and tariffs, regulation of wages, taxes and the credit policy, the 
determination of the dynamics of the profit of enterprises and conditions 
for its distribution, and so forth). 


Problems of the interrelations between the five-year and the annual form 

of planning must be resolved in a largely new way. One can say without 
exaggeration that the decree of the CPSU Central Committee and the USSR 
Council of Ministers is devoted toward assigning a leading role to the five- 
year plan as compared to annual plans, to subordinating current planning to 
long-range planning, and to assigning to annual plans those functions which 
provide for the implementation of five-year plans and effective fulfillment 
of their assignments. In keeping with this concept, annual plans should 
directly ensue from five-year plans and become an instrument for concreti- 
zing specific assignments of the five-year plans. With such an approach 

















the five-year plan becomes truly the central part of the entire system of 
plana and a means of conducting the CPSU economic poltey. 


In order to realize these key points in the decree, it ta necessary for 
annual plane to be drawn up strictly in keeping with the assignments, indi- 
catorse and economic normativer of the five-year plan which determines the 
centralized planned position of the party, state and society. The center 
of gravity of annual planning should be transferred to the development of 
Organizational and economic measures and means of active mobilization of 
all kinds of resources and to the disclosure of initiative from below which 
ie directed toward prompt and efficient attainment of the planned goals of 
the five-year plan. 


Certain changes are taking place in the content and the system of planned 
accounts which is realized in the development of the five-year plan. 


The social ovtentation of the five-year plan is becoming clearer. At all 
levels of administration and planning they will develop summary sections 
concerning the entire complex of measures in the area of social development, 
which include questions of improving workirg conditions, improving the 
skills of workers, raising the general educational level of the training of 
the population, improving housing and cultural and domestic conditions for 
their life as well as medical service, and forming and distributing incom. 


The sphere of planned drafts of the five-year plan will include, to a con- 
siderably greater degree than before, finance and budget planning as well 
as planning of material and technical supply. Until recently they were ob- 
jects primarily of annual planning. Yet experience has shown that planning 
material and financial resources, especially their distribution, exerts an 
extremely appreciable effect on the picture of the planned development of 
the economy. Now the theory and practice of planning have prepared the 
necessary prerequisites for changing the forms of planning over to the 
longer, five-year period, which makes the corresponding indicators of the 
annual plans dependent on the indicators of the five-year plan. 


The implementation of this policy is embodied in the fact that the decree 
envisions the development of a consolidated financial balance and a balance 
of incomes and expenditures of the population, with a distribution for the 
various years, as part of the five-year plan. It should be noted, however, 
that so far there is no methodology for carrying out these balance accounts 
and therefore it will be necessary to develop this in conjunction with the 
USSR Ministry of Finance. 


The new aspect consists in that in the five-year plan, in addition to mate- 
rial balances for a consolidated products list, we shall also develop plans 
for its distribution among the main capital holders, and the group of mate- 
rial balances that are compiled in order to provide an account for indica- 

tors of the five-year plan will have to be considerably expanded. Even in 

the development of the Eleventh Five-Year Plan, in order to increase its 

















balance and atrengthen ite role as compared to the subsequent annual plans, 
it te intended to increase 1.5-fold the list of producta from which the 
USSR Goaplan, che USSR Gossnab, the ministries and departments develop the 
material balances for the five-year period, At the same time it ia intend- 
ed to traneter the development of material balances of the five-year plan 
to an earlier etage--to the period of development of the main directions 
for economic and social development. This will aleo contribute to increas- 
ing planning of material and technical supply for production for the five- 
year periods. 


In addition to the development of a system of material and financial bal- 
ances for the five-year plan, the decree envisions the development of five- 
year balances of labor resources, which is especially important what with 
the critical problem of providing the national economy with a labor force. 


The system of indicators of the plan, the new methods of forming the wage 
funds in associations (enterprises) and the conditions for its utilization 
are aimed at reducing the use of manual labor and fulfilling the plan with 
a fewer number of workers. It {# necessary in all ways to increase the ef- 
fects of these methodological approaches to planning on the actual economic 
processes, based on a consideration of the need to develop material produc- 
tion without increasing the number of people employed in it at the present 
time, and in the future--to do this with a reduction in the number of 
workers. As a rule, one can consider a plan for the development of a 
branch or association effective if it provides not only for economizing on 
labor (relative to the base conditions for labor productivity with the plan- 
ned volume of output), but also for an actual release of part of the labor 
force from existing production so that it can be used at new enterprises and 
in the sphere of services. 


In the five-year plans one should envision the necessary changes in the 
policy of capital investments so as to make new construction correspond to 
available labor resources in the various regions of the country, taking into 
account accelerated technical rearmament of existing production. 


Measures in the area of planning that are directed toward actual savings on 
labor and fuller enlistment in public production of ablebodied population 
in regions with a favorable demographic situation should be augmented by a 
number of conditions for increasing the efficiency of the utilization of the 
labor force. They include primarily: improvement of the planning mechanism 
for the released an? redistributed workers on the basis of transferring the 
functions of placing them to local labor agencies and removing this respon- 
sibility from the managers of enterprises and organizations; the creation of 
a centralized system for training and retraining personnel; the formation of 
a fund for material support of workers for the time when they are being 
placed in other positions. These measures will make it possible to solve 
more successfully the problem of removing excess labor force from enterpris- 
es, institutions and organizations, will expand the possibilities of flexi- 
ble manouvering of labor resources in the country, and will create a more 
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favorable social climate for the establishment of a normal intensiveness of 
labor at all enterprises, inaticucions and organizations. It is also nece- 
ssary to step up control on the part of administrations of enterprises, in- 
stitutions and organizations over the degree and quality of labor and strict 
observance of labor discipline, hopefully applying sanctions againet viola- 
tore, in keeping with labor legialation and the rules of the internal poli- 
cy. In the current situation it would be very important to arrange the en- 
listment of workere for seasonal and other kinds of one-time jobs (in agri- 
culture, at vegetable bases, and so forth) on the basis of improving the 
organization, conditions and the wage system, the introduction of contrac- 
tual autonomously financed bases into the organization of the enlistment of 
workers for seasonal and one-time jobs, and also on the basis of the for- 
mation of a miltibranch rural economy and the development of small and me- 
dium-sized cities that have an orientation toward a rational combination of 
the non-agricultural labor of the workers and their agricultural labor. 


Possibilities are increasing for medium-term planning in order to provide 
for a rise in the technical level of production, in the role of the five- 
year plan as the bearer of sctentific and technical progress is increasing. 
To these ends, the established indicators ct the five-year plan for produc- 
tion now include the increase in the production of products of the highest 
quality category and also assignments for fulfilling scientific and techni- 
cal programs and also for introducing new, highly effective technology and 
kinds of products. It is intended to develop and introduce into planning 
main indicators of the technical level of production and the most important 
kinds of products are produced as well as evaluations of the economic ef- 
fect from conducting scientific and technical measures. We are expanding 
the range of planning work that makes it possible to account comprehensive- 
ly for the achievements of science and technology in the plan for economic 
and social development: programs are being developed to solve the most 
important scientific and technical problems and problems of comprehensive 
utilization of natural reso. -ces. We are creating plans for raising the 
technical level of branches, plans for protection of nature and the environ- 
ment and also plans for utilizing side products and subsidiary products and 
secondary materials. Their development as part of the five-year plans is 
being intrusted to ministries, departments and councils of ministers of the 
union republics. 


It will be necessary to have a large amount of organization and methodologi- 
cal work on the part of central planning agencies as well as effective and 
exacting control over the implementation of the measures envisioned by the 
decree for expanding the work front when planning scientific and technical 
progress so that it will become a real factor in strengthening the substan- 
tiation of practically all planning decisions. This basis will make it pos- 
sible to strengthen the present role of the section of the state plan that 
deals with the introduction of the achievements of science and technology 
into production. In its present form it has still not become a basis for 
forming the plan for producing items and improving their quality. This is 
related particularly to the fact that it includes individual measures in 








area of technical progress which are extremely unequal in terma of expendi- 
tures (from several thousand to several million rubles) and aleo in terms of 
their role in changing the technical bases of production (from principally 
new technology in the branch to the assimilation of the output of cloths 
with anti-static properties for caring for furniture. The plan does not 
equally embrace various branches and does not contain generalized results 

of the real effecte of individual innovations on the technical level or the 
effectiveness of branches and kinds of produ’’ 1 a8 a whole. 


At the national economic level of planning it ie important not to increase 
the selection of individual measures for introducing the achievements of 
technology, but to construct them systemically, to single out the most sig- 
nificant for the technical level and for production effectiveness and to 
have a clear idea of the scope of the changes that are taking place in 
given areas. The plan is called upon to single out clearly, first, the 
problems of creating and introducing principally new te*t ical equipment, 
technology and kinds of products, including assignments {© the creation of 
basic models of this technical equipment and technology and t*« output of 
the first industrial series products, and, second, problems o! «ising the 
technical level of production and products that are produce’ on the basis 
of mass introduction of scientific and technical innovations that have been 
developed for the planning period. The second part of the plan should also 
include indicators which give a generalized evaluation of the scale of the 
introduction of new technical equipment and changes in the technical and 
economic characteristics of production as well as the effect from the point 
of view of economizing on production resources. 


State plans for the development of science and technology should b.come the 
main means of orientation of the entire technical policy so that one can: 


continue all-around development of labor-saving technical progress, sharply 
reduce the proportion of manual labor and eliminate the sphere of harmful 
and heavy physical labor; 


provide for a decisive changeover to energy-saving and material-saving 
technical progress, restructure the country's production apparatus and the 
technology of production in order to eliminate as much as possible the li- 
miting factors related to raw material, fuel and energy resources; 


significantly improve the structure of production, increase the proportion 
of branches of machine building in the overall volume of output of indus- 
trial products and increase its export capabilities. 


Planning and stimulation of the expansion of the export capabilities of 
production have become especially crucial under modern conditions. Suffice 
it to say that in 1978 a decisive role in exports was played by the export 
of fuel and electric power (35.6 percent of all exports), while the total 
exports of machines, equipment, chemical products, fertilizers and rubber 
were little more than half as great as the imports of these same products 





while the total exports of fuel and electric power surpassed the imports 
L.5-fold. The problem of expanding the export capabilities and essentially 
changing their structure (primarily in favor of machine building, chemistry, 
and timberproceseing, which in the future should play the main role in pro- 
viding for currency incomes) no longer pertains to selected kinds of indus- 
tries; it has become an all-embracing problem of planning the development 

of the entire sphere of material production. This is reflected particularly 
in the fact that we have begun to separate export products in the indicators 
of the five-year and annual plan for the production of the main kinds of 
products in physical terms. 


An increase in the role of five-year plans for the economic and social de- 
velopment of the country as a whole involves strengthening the territorial 
aspect of planning for the five-year period. The development by ministries 
and departments of five-year plans for the development of the branches in 
the territorial cross section will contribute to this. This will also be 
promoted by expanding the participation of republic and local agencies for 
planned administration in the development of five-year plans, especially 
consolidated planning of the production of construction materials, the 
output of consumer goods, housing-domestic and cultural-personal construc- 
tion, and contracting work that is carried out by union republic ministiies. 
It will be necessary to develop and apply in five-year planning the terri- 
torial balances of the production and distribution of the most important 
kinds of products as well as programs for the development of territorial 
production complexes. It is necessary to assimilate interbranch balances 
of the production and distribution of products with the introduction of 

the territorial cross section into them. Here is a considerable field of 
activity for economic science and planning practice. 


An effective means of improving five-year planning is to direct the econo- 
mic mechanism and the entire totality of economic stimuli and levers (wages, 
profit, prices, credit, ma.verial incentives) toward providing for the ful- 
fillment and overfulfillment of five-year plans. It should be recognized 
that at the present time the system of economic stimulation is basically 
related to an extremely limited group of indicators of current plans. 


The decree contains a number of measures for deepening the link between 
autonomous financing and the system of economic levers, on the one hand, 
and indicators of the five-year plans for economic and social development, 
on the other, and for the inclusion of autonomous financing indicators in 
the five-year plans. The formation of material incentive funds from the 
profit obtained by enterprises will be done in keeping with stable norma- 
tives that are approved ae part of the five-year plan in differentiated 
amounts for the various vears of the five-year plan. Funds allotted from 
profit for material incentives, social and cultural measures and housing 
construction, like the amount of profit itself, will be made directly de- 
pendent on the fulfillment by ministries, enterprises and associations of 
assignments of the five-year plen in the year-by-year breakdown. Thus in- 
dicators of the five-year plan will become fund-forming indicators in the 











system of autonomous financing and economic stimulation, These measures 
are to create an immediate link between the interests of regions, branches, 
associations and enterprises, on the one hand, and national economic in- 
terests expressed in indicators of the state five-year plan, on the other, 
and they are to make the former directly dependent on che latter, 


The problem of increasing the role of the five-year plan and providing for 
ite unity with the system of autonomous financing [khozraschetnyy) rela- 
tions is inseparable from the corresponding organization of control over 
the fulfillment of the plans. It ie natural that to investigate the levels 
of fulfillment of quarterly and annual plans without at the same time 
tracing the degree of fulfillment of stage-by-stage and {inal indicators 
of the five-year plan will not provide for effective control over the 
implementation of the five-year plan, will not promptly mobilize organiza- 
tions for strict observance of the five-year policy for plan development 
and will reduce responsibility for failure to carry out assignments of the 
five-year plan. — 


In order to avoid these shortcomings the decree envisione a change-over to 
a principally new approach to evaluating the implementation of plans: 
evaluating the fulfillment of the five-year plan at all levels of economic 
coolers) for the various years with a running total from the beginning of 

@ iive-year period, and the annual plan--with a running total from the 
soginning of the year. This approach creates an objective picture of the 

\' economic movement through the intermediate points of the five-year 

plan with its final outlines. There is an increase in the role of control 
as an instrument for promptly revealing unfavorable tendencies in the de- 
velopment of the economy and creating motivation for all economic units to 
completely fulfill the assignments of the five-year plan. 


It seems that this method of accounting with a running total should be ap- 
plied not only when evaluating the course of the implementation of the plan, 
but also when forming the year-by-year breakdown of the five-year plan and 
the annual plan. Then planning indicators for the next year would also be 
presented in two measurements: for the year and for the entire period cal- 
culated from the beginning of the five-year plan. 


A most important prerequisite for transforming the five-year plan, as the 
major form of planning and the basis of the practical organization of eco- 
nomic activity at all levels of administration and the transfer of the 
center of gravity of the work of the planning system from annual planning 
to medium-term planning consists in providing for reliability and stability 
of assignments of the five-year plan for the planning period and a clearly 
expressed national economic approach to their formation. 


The decree for improving planning envisions a number of measurer © (1- 
creasing the reliability and stability of assignments of the fiv plan 
throughout ite entire period. They include reserves of capital °° © .cments 





for the various ministries and departments of up to 5 percent of the over- 
all limit of capital investments with the corresponding material and finan- 
cial resources; the maintenance throughout the five-year period of stable 
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wholesale prices in industry, estimates in capital construction, and tariffs 
for cargo shipments; long-term economic normatives of economic activity in 
the area of the formation of the wage fund, the formation and utilization 

of economic incentive funda, and the development of production, ecience and 
technology. But the main thing in providing for reliability and stability 
of the ire five-year plan ta reliability and stability of capital invest- 
ments . pital coneatruction for the fiveeyear period. Thies ia why the 
limite of capital investments eatablished in the five-year plan are not 
subject to revision in the annual plane. 


The follow'ng will be effective measures: the establishment of a list of 
newly begun construction of enterprises and structures as well as enter- 
prises that are subject to reconstruction; the transformation of title lists 
of construction sites with a breakdown of assignments for the various years 
into an unchanging planning document for the entire period of construction. 
The necessary refinements of the estimated cost and capital investments can 
be made only within the limite of capital investments and construction and 
inetallation work allotted for the corresponding year to the ministries and 
departments. 


Precise adherence to the aforementioned and several other rules for the for- 
mation and implementation of plane for capital investments and capital con- 
struction which are envisioned by the decree of the CPSU Central Committee 
and the USSR Council of Ministers should be under the control of all plan- 
ning, economic and financial agencies, since their implementation can basi- 
cally improve capital construction and create important prerequisites for 
increasing the reliability of the entire five-year plan for the development 
of the national economy. 


The instability of the plan is related, to a significant degree, to the fre- 
quent revisions of the group of construction sites and, at the request of 
ministries and local agenc. se, the introduction of additional economic mea- 
sures into the annual plane and changes in the use of capital investments. 
All thie leads to serious violations of the reproduction process as a whole. 
One should unwaiveringly follow the principle formulated as early as the 
12th Congress of the Russian Communist Party (of Bolsheviks): “it should 

be established as a firm basis that no statewide economic issue should by- 
pase the Gosplan on ite way to the higher agencies of the republic... in 
the center as well as in the local areas we must decisively eliminate at- 
tempts on the part of departments and institutions to make one decision or 
another circuitously, under a policy of hastiness, immediacy or improvisa- 
tion, considering such attempts to be manifestations of economic shortsight- 
edness and the most hermful kind of residual of administration partisanisa.” 





— rezolyuteiyakh i resheniyakh s"yezdov, konferentsiy 1 plenumov Tek" 
[The CPSU in Resolutions and Decisions of Congresses, Conferences and Ple- 
num of the Central Committee], Part I, Moscow, Gospolitizdat, 1954, p 692. 
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On the other hand, a8 was already noted, an evaluation of the work of the 
Gosplan iteelf depends largely on how it is able to motivate the departments 
to promptly and thoroughly work out the most important problema which should 
become parte of long-range plane. 


Now @ large role te being assigned to the development, along with the for- 
mation of the entire economic plan, of special-purpose comprehensive pro- 
grame for solving problems that are especially important for social, eco= 
nomic and technical progress. They are ueually of an interbranch, inter- 
departmental nature and involve the economic life of many economic regione, 
and they require the interaction of many kinds of activity in term of both 
content and chronology--ecientific research and planning, capital construc- 
tion and production of the most important kinde of items, the introduction 
of new technologies and the development of an infrastructure, the mobili- 
zation of internal reserves and the utilization of the foreign economic 
ties, 





The objective initiator to single out these problems that are especially 
significant for the national economic development and to develop programs 
for their solution should be, above all, the USSR Gosplan, with the enlist- 
ment of other general economic agencies. It is precisely the USSR Gosplan 
that plays a leading role in the organization of the development of concrete 
programs and in providing for their preparation not in addition to the plan 
and not after the adoption of the regular five-year plan, as it has been in 
the past, but in unity wit the entire process of ite formation, in unity 
vith ite balance-resource development and branch and territorial indicators. 
it is important for the solution of problem singled out for program devel- 
opment to strengthen the technical and economic substantiation of the plan 
as a whole, to increase ite reliability and not to make it necessary to “re- 
shape” the plan in order to include in its sphere yet another direction of 
activity with the inevitable retardation of the progress of others. 


An indispensable condition for the reliability of the five-year plan and, 
consequently, ite actual transformation into the basis of the organization 
of economic life is balance. A most important task which the plan should 
carry out under modern conditions is to provide for balance in the growth 
of the economy and dynamic proportionality which combines a correct ratio 
of all factors of reproduction and the mobility of changes of the branch 
structure as well as areas of the utilization of resources in keeping with 
the requirements of technical progress and the development of the require- 
ments mde on public production, the population and foreign economic ties. 


The negative phenomena in the modern economy are related largely to viola- 
tions of balance. Imbalance impedes intensification of production and 

gives an orientation toward increased quantitative indicators to the detri- 
ment of qualitative ones. Practice shows that in order to temporarily over- 
come difficulty, methods are frequently used which are irrational from the 
point of view of intensification and increased effectiveness: prolonging 
time periods for construction and periods for the use of fixed capital, re- 
ducing the quality of raw materials, processed materials, and in order 
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to increase the quantity of their output, eniieting in production addition- 
al labor force which ie not adequately qualified or has partially lost its 
production activity, expending @ considerable proportion in the increase in 
wages on increasing the numbere of workers, retaining workere in sections 
that are short on labor resources to the detriment of increasing the wages 
of workers who are already employed in keeping with their increased quali- 
fications and the quality of their work, and so forth, 


These examples show how important it te to solve the problem of balance 

with respect to the requirement for increasing the efficiency of public 
production. It presupposes the selection of a certain structural policy, 
methods of seviia on resources and increasing the qualitative characteris- 
tics of production, and so forth. Methodologically, the solution to the 
problem of improving the proportionality will be provided by the development 
of a balanced method of planning. This problem has a number of aspects. 

Let us discuss only one of them, but one which ie extremely important in 

the system of economic planning=<the question of improving and increasing 
the role of the balance of the national economy. 


Many years of experience in ite development have shown that the balance of 
the national economy its a reliable and effective means of determining the 
optimal variants of economic development. Still the application of the 
balance of the national economy in ite traditional forms does not make it 
possible to describe correctly the many aspecte of balance and the inter- 
actions of reproduction factors. It must be essentially further improved. 
At the present time the balance of the national economy contains too many 
aggregate branch positions and the entire wealth of branch information and 
data about interbranch ties is lost at the level of macroeconomic accounts. 
Therefore it ie necessary to organically include in it balanced models of 
interbranch ties. Reproduction factors are presented in isolation in the 
balance of the national economy, their interconnection is not reflected, 
and the accounts represent essentially a single-factor alternative approach: 
accounts based either on the dynamics of fixed capital and their presumed 
effectiveness or the dyuamice of people employed in material production and 
hypotheses of labor productivity (the entire increase in the output of pro- 
ducts is regularly related to the dynamics of some single factor while in 
reality it is a result of their interaction with a certain proportionality 
among them). It is necessary to take a gultifactoral approach to national 
economic balance accounts. 


The constructions of the balance of the national economy are fairly static 
in the sense that they are essentially abstracted from the records and do 
not take into account the temporal lapses between the times when the re- 
sources are expended and the effects from these expenditures are obtained. 
It is necessary to make the constructions of the balance of the national 
economy more dynamic and in order to do this it is necessary to int roduce 
the corresponding models. It seems expedient to increase the active role 
of the constructions of the balance in the selection of the trajectories 
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of development and to transform them from primarily an analytical tool for 
checking on the balance of consolidated general economic indicators of the 
plan into 4 meane of selecting and adopting a planning decision. It ts 
very important to aseign to calculations of the balance of the national eco- 
nomy, Which moet clearly represent the national economic approach to the 
construction of « eyetem of indicators of the plan, a consolidating and 
task-setting role, the role of a tuning fork, by which the entire system of 
Planned calculations and eubstantiationa is put into harmony. Thue further 
improvement in the balance of the national economy under modern conditions 
involves the creation of a syatem of macroeconomic modele and fuller utili- 
zation of euch a form of analytical and planned accounts as the interbranch 
balance and aleo the development of balance construction will make it pos- 
sible to include in one the factoral, recorded and estructural aspecte of 
balance. In this reapect @uch can be provided by acientific developments 
and experimental verification of their results. 


In particular, deeper investigation of the estructural balance of the eco- 
nomy by means of the balance of the national economy involves the develop- 
ment of modele of interbranch ties in public production. The firet atep in 
thie direction, as we know, was the creation of a statistical interbranch 
balance. Its model made it possible to coordinate branch processes of pro- 
duction and distribution of producte in the material-substantial and value 
aspects at one point in time or another. Modele of the type of the inter- 
branch balance were then fairly extensively developed. Among the inter- 
branch models that have been created at the present time one can single out 
models that are distinguished in terms of their properties (descriptive or 
optimizing), degree of detail in the description of the branch structure 
(consolidated or disaggregated), the method of accounting for the time fac- 
tor (statistical, semidynamic and dynamic), and the measuring methods of 
the indicators included in them (natural, value, natural-value). One can 
consider that the most important utilization of interbranch constructions 
in the practice of balance work has been scientifically prepared. But it 
is necessary to have further coordinated efforts on the part of science and 
practice for a complete solution to this problem. 


Of course, increasing the role of consolidated planning in practice and 
strengthening the national economic aspect in all substantiations of the 
five-year plan can and should take place on the basis of systemic utiliza- 
tion of computer technology and economic-mathematical models. 


In this connection it would be expedient in the next two or three years, 
when working for the introduction of automated systems for production con- 
trol, to concentrate efforts on the utilization of a complex of economic- 
mathematical models and direct planning accounts in the USSR Gosplan. Of 
course, the idea of this complex should be carefully and quickly developed. 
It seems necessary for it to meet the following methodological requirements: 
it should include a system of accounts which embraces the consolidated plan- 
ning and more concretely that part of them which are interconnected in term 
of methodology, information and models, that is, that can actually function 
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as a complex of models and accounts, a8 an integral system. The complex 
should qualitatively change the methods for drawing up five-year plans in 
the direction of strengthening the consolidating and assigning functions of 
national economic planning with respect to branch plane, Were it te very 
important to make sure that the end result of auch consolidating subsystem 
of the automated system for production control at the level of life, capi- 
tal investments, foreign economic tles, and selence and technology corres- 
pond to the methodological requirements of the subsystem “consolidated 
national economic plan,” and within ‘te framework, to taske of constructing 
the balance of the national economy and the system of balances of inter- 
national ties. The work for forming the central complex of economic and 
mathematical modele and direct planning accounts can be carried out under 
the leadership of a consolidated division of Long-range planning of the 
USSR Gosplan through the efforts of the main computer center of the USSR 
Gosplan, the Scientific Research Inatitute of Economics and the Scientific 
Research of Planning and Standards under the USSR Gosplan with the enlist- 
ment of consolidating divisions of the USSR Gosplan. 


The transformation of five-year plans into the basis of the organization of 
economic activity at all levels of planned management of the economy is one 
of the central tasks for improving national economic planning in the current 
stage. Ite solution will require significant effortsa on the part of plan- 
ning and economic science and practice. 


COPYRIGHT: Iedatel'stvo “Ekonomika”, “Planovoye khozyayetvo", 1980 
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PLANNING AND PLAN IMPLEMENTATION 


ECONOMIST DISCUSSES NEW TRENDS IN PLANNING 
Moscow EKONOMICHESKIYE NAUKI in Russian No 12, Dec 79 pp 2-13 


[Article by Associate Professor Ye. Timofeyev, candidate of economic 
sciences: "Basic Directions in Raising the Level of Planning in the 
Present Stage") 


(Text) The major successes scored by our country in economic and social 
development and in improving the people's well-being convincingly demonstrate 
the advantages of the socialist economic planning system. At the same time, 
the considerable growth in the scale of social production in all its branches, 
the structural changes that are taking place in the economy, the growing 
complexity of economic relations, the need to eliminate bottlenecks and to 
resolve problems relating to further economic growth based on the utilization 
of factors of intensive development, and the need to increase the effective- 
ness of production based on the accelerated introduction of scientific and 
technical advances require comprehensive irprovement of the management of 

the national economy, the raising of the level of planning, and bringing 
planning into line with the demands of the given stage of developed socialism. 
..+When a correct policy and a sure course have been worked out,” Comrade 

L. I. Brezhnev emphasized at the 25th CPSU Congress, "success depends chiefly 
on organization. We have such a policy and such a course. Consequently, the 
decisive link becomes organization, in other words, the further improvement 

of economic management in the broadest sense of the work."® On 12 July 1979, 
the decree of the CPSU Central Committee "On the Further Improvement of the 
Economic Mechanism and Tasks of Party and State Organs" and a joint decree 

of the CPSU Central Committee and the USSR Council of Ministers "On Improving 
Planning and Strengthening the Influence of the Economic Mechanism on Enhancing 
the Effectiveness of Production and the Quality of Work" were adopted by way 
of implementing the decisions of the 25th CPSU Congress and subsequent plenums 
of the CPSU Central Committee which articulated the basic directions of 
improving the management of the national economy under the conditions of 
mature socialism. The decrees toke note of the Soviet Constitution, the 
recommendations of science, and the findings of a number of major economic 





*"Waterials of the 25th CPSU Congress" [Materialy XXV s"yezda KPSS]. Moscow, 
1976, p 58. 
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experiments carried out at various levels (branch, enterprise) in recent 
years with the aim of improving planning. 


In the broad complex of management problems covered by the indicated decrees, 
the most important place rightfully belongs to the system of measures aimed 
at further improving the planned management of the economy, at improving 

all planning, and at raising the role of the state plan as the principal 
instrument in realizing the economic policy of the Communist Party. 


The decree of the CPSU Central Committee and the USSR Council of Ministers 
"On Improving Flanning and Strengthening the Influence of the Economic 
Mechanism on Enhancing the Effectiveness of Production and the Quality of 
Work" articulated the most important directions of improvement of planning: 
",,..8election of the most effective ways of attaining high final national 
economic results; rational combination of branch and territorial development, 
of ‘ong-range and current plans; improvement of interbranch and intrabranch 
proportions; and the securing of balanced economic growth.'"* 


In order to increase the effectiveness of planning in all indicated directions, 
we must first of all raise the content of planning to a qualitatively new 
level. This task is realized through the formation of a reciprocally coord- 
inated, continuously operative system of national economic plans directed 
toward the comprehensive solution of the economic and social problems in 

the country's development. This in turn requires raising the scientific 

level of planning. 


A decree of the CPSU Central Committee and the USSR Council of Ministers 
articulates a system of national economic plans and defines improved 
procedures and deadlines for developing these plans and communicating them 
to production associations (enterprises) and economic organizations. 


The system of state plans in. udes (see chart on following page) a comprehensive 
program of scientific and technical progress [STP] for 20 years (broken down 

by quinquennia), basic directions of economic and social development of the 
USSR for 10 years (broken down by quinquennia), a five-year plan of economic 

and social development of the USSR (broken down by year), and one-year plans. 





*"On the Further Improvement of the Economic Management Mechanism and Tasks 

of Party and State Organs. Decree of the CPSU Central Committee dated 12 

July 1979" [0 dal'neyshem sovershenstvovanii khozyaystvennogo mekhanizma i 
zadachakh partiynykh i gosudarstvennykh organov. Postanovleniye TsK KPSS ot 
12 iyulya 1979 goda." "On Improving Planning and Strengthening the Influence 
of the Economic Mechanism on Enhancing the Effectiveness of Production and the 
Quality of Work. Decree of the CPSU Central Committee dated 12 July 1979." 
Moscow, 1979, p 8. 














| ea ae 

























 Lopment 


ae Es iy 


Ae =m 






oar 1988 | <= 


Lh] 





























n of 


ecb. 98f-i9 — * 


ment (19 















[ Saye AR of oe. 























A fundamentally new feature in the system of state plans is, first, the 
increased emphasis in planning on the comprehensive approach to the solution 
of the economic and social tasks of development. The national economic plans 
indicate now only specific ways and means of securing the dynamic, proportional 
and balanced development of the economy, of using the advarices of the modern 
scientific and technological revolution in production, but also the 
implementation of a broad spectrum of social measures for raising the people's 
living standard. These plans also rationally combine branch and territorial 
aspects of the nation's development. All these questions are dealt with on 
the basis of socioeconomic tasks indicated for the future by the party 

first and foremost through the joint elaboration of the basic directions of 
economic and social development of the USSR for a 10-year period by Gosplan 
USSR jointly with ministries and departments of the USSR and councils of 
ministers of the union republics. They will play an enormous organizing 

and directing role in the compilation of five-year plans, will promote the 
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continuity of planning from one five-year plan to the next, and will improve 
the quality of five-year plans substantially. This is essential because the 
real perspectives for developing individual branches can be determined only 
with regard to the development of other branches and the national economy as 
a whole for the perlod that goes beyond the framework of the quinquennium 
and because such a dependence increases as interbranch relations develop 

and become more complex. 


Second, state plans are characterized by their increased orientation toward 
the all-round use of the results of scientific-technical progress in produc- 
tion in order to increase the effectiveness of production. To this end, 

the USSR Academy of Sciences, the USSR State Committee for Science and 
Technology, and Gestroy are developing a joint program of scientific- 
technical progress for a 20-year period (broken down by five-year periods). The 
compilation or this program makes it not only possible to evaluate the 
perspectives and socioeconomic consequences of technical progress correctly, 
but also to outline the most effective directions of development of science 
and technology, and to identify the most promising discoveries or findings 

of the basic and applied sciences. The program defines the deadlines, 
sequence and necessary means of bringing discoveries to the point of practical 
application in the national economy. The task is to secure the all-round 
acceleration of the realization of discoveries and developments aimed at 
increasing the growth rates of the productivity of social labor and improving 
product quality. The comprehensive program of scientific-technical progress 
must not only reflect the development of science in the next few years 

but must also be a guidepost in resolving the key problems of economic 
development in the foreseeable future (for 20 years), which will permit the 
correct choice of directions of development of branches of the national 
economy and to determine the character of change in its proportions. Since 

it is a point of departure in the elaboration of plans for the country's 
development, this program promotes the creation of optimum conditions for 
coupling the attainments of the modern scientific and technological revolution 
to the advantages of the socialist economic system. 


Third, a new feature in tne system of state plans consists in raising the 
role of long-range planning. This direction is expressed in the fact that 
in addition to the five-year plan the comprehensive program of scientific 
and technical progress and basic directions of economic and social develop- 
ment of the USSR are organic elements of the planning system today. The 
long-range character (20-year period) of forecasting and planning the 
directions of technical progress and the realization of its results in 
production are a most important means of increasing the effectiveness of 
planning and permit the timely restructuring of branches of the national 
economy according to the latest word in science and technology. 


The elaboration of the basic directions of social and economic development 
of the USSR for a 10-year period also permits the more realistic depiction 
of prospective economic growth. However, the intensification of the long- 
range nature of planning finds its greatest expression in increasing the 

significance of the five-year plan for the economic and social development 
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of the USSR. As emphasized in the decrees, the five-year plan (with targets 
distributed by year) is now the main form of planning of the country's 
economic and social development and the basis of organization of the economic 
activity at all levels of management -- state, branch, territorial -- as 
well as for associations, enterprises and construction sites. The targets 
of the five-year plan must become a stable base for the elaboration of 
annual plans, for the formation of long-term production relations, and 

for concluding economic agreements between production associations, enter- 
prises and organizations. 


The five-year plans (broken down by year) establish the rates and proportions 
of development of the nation's economy, the volume of production, and capital 
construction targets for branches of the national economy and union republics. 
The five-year plans take technical advances into account, define improvements 
in the structure of production, resolve problems in production specialization 
and cooperstion and in the territorial location of the productive forces. 

An important place is also assigned to the solution of social problems and 

to raising the Soviet people's living standard. 


The selection of the five-year period of planning is not by chance. As 
shown by the experience of our country and other socialiet countries, this 
period is sufficient for carrying out major research and for incorporating 
the research findings into production, for the construction of the majority 
of enterprises and facilities, and for developing new mineral deposits. 

The five-year plan of economic and social development with targets broken 
down by years ensures stable working conditions for production associations 
(enterprises). 


Fourth, under present conditions much significance is attached to the 
continuousness of planning given the close combination and interconnection 

of long-range and current plans. The essence of continuous long-range plan- 
ning is that in plans calculated for the extended future (see chart), 

targets are broken down by five-year periods and a new five-year period takes the 
place of the elapsed five-year period. Every five years, the basic directions 
are updated with regard to technical progress, changes in the structure 

of production, new requirements for the development of foreign economic 
relations, etc., and they are complied for the new five-year period. 


In turn, all plans -- long-range and current -- are interconnected on the 
basis of the socioeconomic tasks posed by the party. Long-range targets 
envisaged in the basic directions of economic and social development of the 
USSR are concretized in the indicators of five-year plans and subsequently 
of one-year plans. 


While in the elaboration of plans for the extended future, the emphasis is 
not on the detailed character of the calculations and indicators but 

rather on the in-depth scientific elaboration of maior national ecoromic 
problems, in plans for the next five-year period, especially in current (one- 
year) plans, the targets and indicators become quite concrete. Thus, 
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indicators of the basic directions of the country's development for the 
first quinquennium are broken down by year while the indicators for the 
second quinquennium are oniy the most important indicators for the last 
year of the five-year plan (the volume of capital investments is established 
for the quinquennium as a whole), 


With the rise of the role of the five-year plans, the practice of elaborating 
one-year plans of economic and social development of the USSR is modified. 
They will be compiled on the basis of targets and norms envisaged in the 
five-year plan for a given year. This envisages the concretization of the 
targets of the five-year plan and the additional implementation of economic 
and organizational measures to ensure their fulfillment. 


The introduction of the evaluation of the fulfillment of five-year plans at 
all levels of economic management in a cumulative total from the beginning of 
the five-year plan is fundamentally important and new. This will enable us 
to see the course of fulfillment of the plan more clearly and will increase 
the responsibility of managers and collectives accordingly. The bigger the 
jump the collective makes at the beginning of the five-year plan, the 

more easily and successfully it will solve «he problems of the final year. 
The same evaluation principle (i. e., cumulative total from the beginning of 
the year) is also envisaged for one-year plans. 


In increasing the effectiveness of planning, an important part is played by 
the deadlines and procedures for elaborating plan targets, by their consider- 
ation of the potential and reserves of production, by broad democratism, 

and by enlisting the aid of enterprise and organization collectives in the 
compilation of the plans. 


The decree of the CPSU Central Committee and the USSR Council of Ministers 
dated 12 July 1979 stipulates that the comprehensive program of scientific 

and technical progress be cc piled no later than two years before the beginning 
of the next five-year plan. Every five years, the necessary amendments are 
made in it and it is compiled for a new five-year plan. The draft of the basic 
directions of economic and social development of the USSR for a 10-year period 
is elaborated by USSR Gosplan jointly with ministries and departments of the 
USSR and councils of ministers of union republics and must be as a rule 
submitted to the USSR Council of Ministers 1.5 years before the next five-year 
pian. 


In accordance with the duly approved draft of the basic directions of economic 
and social development, USSR Gosplan elaborates control figures on the basic 
indicators and economic norms for the next five-year plan broken down by year 
and communicates them to ministries and departments of the USSR, councils of 
ministers of union republics one year before the beginning of the next five- 
year plan, the latter, in turn, communicate them to associations, enterprises 
and subordinate enterprises within a month of their receipt from USSR Gosplan. 


On the basis of control figures, enterprises, organizations and associations 
elaborate drafts of five-year plans of economic and social development (with 
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a breakdown of targets by year) and submits them to ministries and depart- 
ments of the USSR and councils of ministers of union republics which on the 
basis of the control figures and the draft plans compiled hy enterprises, 
organizations and associations elaborate and submit to Gosplan USSR a draft 
of the five-year plan for a branch or for a republic. Taking branch and 
ternitorial draft plans into account, Gosplan USSR elaborates a draft state 
five-year plan of economic and social development of the USSR (balanced with 
regard to all indicators) with a breakdown of targets by years and submits 
it to the USSR Council of Ministers five months before the beginning of the 
five-year plan. 


The compilation of one-year plans of economic and social development of the 
USSR must begin from the bottom (with enterprises and associations) on the 
basis of five-year plan targets and norms for the given year. At the same 
time, labor collectives have the possibility of independently defining a 
broad spectrum of indicators in one-year plans within the framework of the 
ratified five-year plan. Thus there is growth in the role of labor 
collectives in the development of plans that most fully take internal prod- 
uction reserves into account. 


Based on socialist competition and the use of internal production reserves 

at enterprises and in associations, counterplans are developed that envisage 
the production of products needed by the national economy. The given 

product mix must conform to the customer's requirements. Counterplans 
coordinated with material resources are integrally incorporated in the 

system of state planning. Their elaboration and adoption are a most 
important form of worker participation in the management of production. 

The party attaches must importance to counterplanning based on the combination 
of the centralized management of the development of the national economy with 
the initiative of millions. "This movement which was initiated by the 
Muscovites," stated Comrade L. I. Brezhnev in a speech in Novorossiysk, 

"is acquiring broader and broader scope and we will do our utmost to support 
and develop it."* Counterplans are an effective means of combining planning 
with socialist competition. Counterplanning makes it possible to take into 
account internal production reserves in the elaboration of the plan and to 
motivate the adoption of intensive plans since the higher the level of plan 
targets assumed by the collective, the greater is the possibility of stimul- 
ating the work force. 


The decree of the CPSU Central Committee and the USSR Council of Ministers 
emphasizes that the draft annual plan of the economic and social development 
of the USSR must be elaborated at least four months before the beginning of 
the year and its indicators must be no lower than the five-year plan targets 
established for that year. 





*L. I. Brezhnev,"The Leninist Course” [Leninskim kursom]. Moscow, 1976, 
Volume 5, p 135. 
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The content, procedure and deadline for elaborating the system of state plans 
envisaged in the decree of the CPSU Central Committee and the USSR Council of 
Ministers are evidence of the further democratization of planaing, of the 
more complete consideration of the experience of work collectives, and their 
striving to make a greater contribution to the development of the nation's 
economy. The centralized management of the economy is strengthened at the 
same time. 


The decree "On Improving Planning and Increasing the Influence of the Economic 
Mechanism on Enhancing the Production Efficiency and the Quality of the 

Work" reflects the new, higher demands on the scientific level of planning 
and economic management, on the clear-cut organization of all economic life. 


The rise of the scientific level of planning is associated with the increased 
significance of the normative methods of its organization. Plans must be 
compiled on the basis of a system of scientifically substantiated technical 
and economic norms characterizing various types of work, expenditures of 
labor, raw materials, supplies, fuel, and power; the use of production capac- 
ities; and per unit capital investments. The most important economic norms, 
@. g., the wage norm per ruble of output, the norm governing the formation 
of economic incentive funds, the norm governing the distribution of profits, 
etc., will be ratified as a part of the five-year plan. 


In order that the state plans would have sufficient scientific substantiation, 
they must be based on economic and engineering calculations. The decree calls 
for abandoning the practice of establishing plan targets solely on the basis 
of the existing dynamics of the indicators. The result of this practice has 
been that when an enterprise's performance was good in a given year, it was 
assigned a correspondingly much higher plan in the following year. The 
adoption of a procedure for determining plan targets on the basis of technical 
and economic calculations will make it possible to increase the scientific 
content, practicability, stability, and intensiveness of the plan. 


Passports’ of production associations (enterprises) containing their 
production-technical and socioeconomic description will be highly instrumental 
in the elaboration of scientifically substantiated plan targets. Ministries 
and departments must prepare the passports in 1979-1980 and must make subseq- 
uent refinements in them as they become necessary. 


Proportionality of plans of economic and social cevelopment and the further 
development and strengthening of the balance method of planning are an 
important direction in improving the level of planning (according to the 
decisions of the 25th CPSU Congress) and have acquired particular timeliness 
under modern conditions in connection with the growth of the scale of social 
production and the increasing complexity of relationships in it. The decree 
of the CPS') Central Committee and the USSR Council of Ministers calls for 
increasing the responsibility of Gosplan USSR, of ministries and departments 
for the proportionality of plan targets. The five-year plan will incorporate 
a system of balances including balances of material resources, production 
capacities, labor resources, a summary financial balance, and the balance of 
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the population's monetary incomes and outlays. They will be elaborated for 
the five-year plan as a whole (broken down by years) and not only in the 
one-year plans. The improved elaboration of balances and their broader 
application will make it possible to define the requirements of the national 
economy more fully and to coordinate them more closely with the resources. 
The use of the normative method of determining material and financial reserves 
in planning will play an important part in securing the proportionality of 
the plans. However, this work will require change in the formation of 
balances and the more precise definition of sources and procedures for 
utilizing reserves. 


The vast economic potential amassed by our country to date makes it possible 
and necessary to concentrate material, labor and financial resources on the 
solution of major economic, scientific-technical and social problems. This 
necessitates the broader and broader use of the program-goal method in 
planning. Its essence consists in strengthening the comprehensive and goal- 
oriented character of the entire national economic plan, in subordinating 
the solution of branch problems to the attainment of common socioeconomic 
goals, and in the concentration of resources on the solution of the most 
important national economic problems. The program-goal method in planning 
is realized through the elaboration of goal-oriented comprehensive scientific- 
technical and social programs and programs for the development of individual 
regions and territorial-production complexes. The comprehensive program is 
a system of organizational, economic, social, and technological measures 
(connected in terms of resources, performers and deadlines) geared to the 
attainment of specified goals within the framework of the plan. 


The elaboration of comprehensive programs requires a systems approach to 
planning so that labor, material and financial resources will be encompassed 
in their unity and interaction. Under modern conditions, the narrow 
boundaries of individual ministries become an impediment to the realization 
of comprehensive economic, scientific-technical and social tasks. Hence 
there is a need for the closer interaction of goal-oriented coordination and 
coordination of the activity of tens of ministries and of thousands of 
enterprises and organizations. Such coordination can be attained on the 
basis of comprehensive goal-oriented programs that make it possible to 
resolve the most important interbranch and national economic problems. 

The 25th CPSU Congress called particular attention to this point. 


It is important to emphasize that comprehensive goal-oriented programs 

are developed as a part of the state plans and not as a supplement to then. 
Their targets are supplied with resources and they are coordinated with 
production, material-technical supply, and capital construction plans. 

The elaboration of comprehensive programs is a supplement to the branch and 
territorial aspects of the plan. The list of comprehensive programs included 
in the five-year plan and the procedure and deadline for their elaboration 
are determined by Gosplan USSR with the participation of interested ministries 
and departments of the USSR and councils of ministers of union republics. 
Their number must be limited to the most important programs. In the near 
future, programs are slated for elaboration on the saving of fuel and metal, 
the development of the BAM [Baykal-Amu~ Mainline] zone the reduced use of 
manual labor in the national economy, and increased production of new consumer 


goods. 
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These programs are intended to solve a broad sxectrum of problems. They 
are of an interbranch and interdepartmenta. character. They are caicuiated 
for an extended period of time and require large=-seale capital investments. 


Thus more than 10 union ministries and departments and thousands of 
enterprises and organigations belonging to them are participating in the 
eonstruction of the BAM, Virtually every republic, kray and oblast is 
rendering ite patronly assistance to this national profeet and the admini- 
strative regions in which the iine ie built are carrying out local measures 
in this large-scale program. 


The improvement of planning and the increased influence of the economic 
mechanism on enhancing the effectiveness of production and the quality of 
all work requice ieprovement in the system of plan indicators and criteria 
for evaluating the performance of ministries, associations, and enterprises. 
In the elaboration of plans and in evaluating their fulfiliment, the 
attainment of final national economic results is the uppermost consideration. 
This means the more complete satisfaction of social and personal requirements 
through the rational use of all resources, more effective production, and 
higher quality output. The docree of the CPSU Central Committee and the 
USSR Council of Ministers dated 12 July 19°9 defines a system of indicators 
that is ratified in five-year and one-year plans of ministries, associations 
and enterprises. first of all, we should note the higher role of physical 
indicators in planning the production and evaluating the performance of 
each enterprise. Most important among the indicators to be ratified in the 
one-year plans is output in physical terms; the performance of associations 
and enterprises is evaluated on the basis of deliveries of producer goods 

nd consumer goods in conformity with agreements and the specific mix 
stipulated in them. The expansion of the product mix ratified in the plans, 
while not diminishing the independence of enterprises and associations, 
makes it possible to exercise tighter control over the production of the 
most important types of products and the degree of satisfaction of the 
requirements of the nationa: economy and the population. 


Sor>lan USSR is faced with the task of improving the physical yardsticks of 
output -- especially in metallurgy and machine building -- based on the 
application of scientifically substantiated technical and economic norms 

that make it possible to plan and take into account its consumer properties, 
its quality, and its conformity to modern demands. Thus, equipment production 
must be planned in a broader mix in units of measurement that more completely 
refiect its productivity and other qualitative features while tonnage 
indicators will be used as accounting indicators when necessary. 


With regard to the planning of production, labor productivity, and the wage 
fund most branches of industry plan to make the gradual transition to the 

se of normative net output as a basic indicator. This indicator is more 
objective than gross and commodity output in evaluating the performance of 
each work collective. It has given a good account of itself in an experiment 
conducted at more than a thousand enterprises in the heavy, power machinery 
building, shipbuilding industry and other branches. 





Net output == the newly created product in a given plan period <= character- 
iges the contribution of the enterprise collective to the creation of 
national income. It includes wages plus social insurance and profit. 
Normative net output is calculated on the basis of established norms that 
as a rule are branch norms. They reflect average branch inputs of live 
labor, i. ¢., average branch wages per unit of output in each branch of 
industry. In addition to live labor inputs, net output norms also include 
profit. In order to diminish the influence of varying profitability on the 
enterprise's choice of product mix, the profit for individual products is 
averaged, i. @., is calculated on the basis of profitability norms ratified 
for various groups of products. 


Net output norms will be elaborated by the USSR State Committee on Prices. 
The norms take effect concurrently with the introduction of new wholesale 
prices and pending this introduction will be set by ministries. 


Experiments show that the normative net output {tndicator has indisputable 
advantages over the old indicators (gross output, commodity output) in 
determining the growth rates of production, in planning labor productivity 
and the wage fund since it reduces to naught the unjustified motivation of 
enterprises to produce material-intensive products. The experience of 
enterprises conducting the experiment shows that the application of this 
indicator makes it profitable to produce new equipment and spare parts, 

to improve product quality, and to produce an assortment of items for 
children. 


However, normative net output is not a universal indicator since its growth 

is not affected by the factual saving of material expenditures. It is 
reflected in the amount of profit and thereby motivates enterprise collectives 
to increase output. 


Gosplan USSR is authorized to assign other indicators to individual branches 
and production facilities that more precisely reflect the dynamics of 
production, the increase in the effectiveness of production, and the growth 
of labor productivity. Thus, in the extractive and other branches of 
industry that have relatively small material expenditures, commodity output 
can be used to calculate the volume of production and the growth of labor 
productivity; in light industry and the food industry, which have a very 
broad product mix and small inputs of live labor, it is expedient to use 

the normative cost of manufacturing indicator. 


The approach to the "salable output" indicator is changing. It will be 
ratified in the annual plans of production associations and enterprises 

for the evaluation of the fulfillment of plans and obligations regarding 
deliveries according to the product-mix plan within the specified time limits 
in line with contracts and work-orderu on products produced for export. 
Indicators of gross and commodity output will be used as general indicators 
to characterize the growth of the volume of production on the scale of 
industry, the nation, a union republic, an economic region, and to determine 
the proportions between the production of the means of production and 
consumer goods production and to solve certain other problems. 
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The system of plan indicators envisages the enhancement of the role of 
qualitative indicators characterizing the increase in the economic effective- 
ness of production. The number of qualitative indleators subject to ratifi- 
cation ineludes, for example, the economic effect resulting from the imple- 
mentation of sclentific and technical measures, the average reduction of 

the norms governing the expenditure of the most important types of material 
resources, etc. 


In addition to the indicators that are ratified in five-year and one-year 
plans, provision is made for using stable economic norms that will make it 
possible to reduce the number of indicators that are ratified as obligatory 
targets for enterprises, associations and ministries. Planning and economic 
organizations » st bear the responsibility for their substantiation for 

each year of the five-year plan. 


The role of indicators of labor and social development is stepped up in 
connection with the increased social orientation of the plans. A larger 
number of indicators than in the past is now ratified in this section of 

the plan. Among them: the growth of labor productivity calculated on the 
basis of net output (normative) or another | dicator that more precisely 
reflects changes in labor inputs in individual branches; normative wages 

per ruble of output (for the indicator that is used in the planning of labor 
productivity), and in individual branches: the general wage fund; the limit 
on the number of blue and white collar workers; norms governing the formation 
of the material incentive fund and the fund for sociocultural measures and 
housing construction; and the target to reduce the application of manual 
labor. The last of these indicators is associated with the top-priority 
task of releasing workers employed in auxiliary work in the sphere of 

heavy or hazardous labor. Its application must promote the total mechaniz- 
ation and automation of production. 


In order to increase the soc: 1 orientation of plans, they must include 

a summary section that encompasses the entire complex of measures {n 

the social domain. It will reflect measures (coordinated with production 
and capital construction plans) to improve working conditions, to raise 
the general educational, skill, and vocational level of the work force; 
to improve sociocultural conditions, medical services, etc. 


An important role in the decree to improve the economic mechanism is assigned 
to the system of measures for accelerating technical progress and for 
improving product quality. The comprehensive program of scientific and 
technical progress, which finds reflection in indicators of the plan for 

the technical fmprovement of production and for accounting the effect derived 
from the implementation of scientific and technical measures, is primarily 
oriented in this direction. 


The decree stipulates that all levels of management develop programs for 
the solution of the most important scientific and technical problems 
entailed in making comprehensive use of natural resources. These programs 
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define the final goals, the technical and economic results, and the time and 
stage of these works all the way from the research stage to the stage of 
practical implementation. The decree also envisages a system of measures 
for stimulating research and development work and for introducing R&D work 
into production (the creation of a unified fund for financing science and 
technology, the conversion of scientific research organizations to a system 
of work-orders, etc.). 


The raising of the technical level of production depends in large measure 

on whether the target of assimilating and introducing new technology is 

an integral part of the production and capital construction plan. In the 
past, scientific and technical programs were also elaborated by the USSR 

State Committee for Sclence and Technology and were taken into account 

to a greater or lesser degree by ministries and departments in the compilation 
of the plans. They are now included in a single national economic plan. 

While in the past, comprehensive science and technology plans were developed 
only for a five-year period, they are now also developed for 10 and 20 years. 


With the aim of raising the technical level of production in 1979-1980, 

it is planned to carry out an evaluation of the technical level of 
manufactured machinery, equipment, etc., in order to upgrade the technical 
and economic indicators of presently manufactured and newly assimilated 
products and to remove obsolete products from production. Such evaluations 
are to be conducted on a regular basis in the future. State standardization 
will play a greater part in improving the quality of the products. Accord- 
ingly, the decree calls for a revision of obsolete standards and for the 
development of new standards for machinery and equipment. These standards, 
in addition to other qualitative characteristics, must include demands for 
reducing the weight of products, for reducing the expenditure of fuel and 
power in the process of operation, and for the standardization of parts, 
assemblies, and instruments. 


Comprehensive standardization programs designed to bring about a consider- 
able improvement in product quality are to be completed for the most import- 
ant types of consumer goods. In order to increase the production of high- 
quality products, it is planned to expand the application of incentive 

markups in wholesale prices which will increase profits and consequently 
increase the size of the economic incentive funds. And, conversely, wholesale 
price discounts are to be instituted for products in the second quality 


category. 


With the development of the economy and the increased complexity of economic 
relations, there will be a need for the further improvement in the relation- 
ship between branch and territorial planning. The task is to secure the 
more coordinated participation of ministries, associations and enterprises 
in the planned development of economic regions while maintaining the branch 
principle of industrial management. The realization of this task will 
promote the comprehensive development of the economy in each republic, 
economic regions and oblast; the rational use of available resources; 

stable proportionality in the national economy; and the greater economic 
effectiveness of social production. 
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Party and government measures to improve planning must be reflected in the 
teaching of a number of sections of the course in political economy and 
especially in the topic "Planning of the Socialist Economy" in the study 
of the system of national economic plans, planning forms and methods, in 
raising ite scientific level, etc. 


The topic "Factors of Socialist Production. The Law of Steady Growth of 

Labor Productivity," which treats problems of the scientific and technological 
revolution and the enhancement of the effectiveness of production, should 
investigate the comprehensive planning of measures relating to scientific 

and technical progress and its incorporation in production as one of the 
advantages of the socialist economic system. 


The system cf plan indicators of economic activity of associations 
(enterprises) and for its evaluation, and the impact of the system of 
indicators on cost-accounting work incentives must be treated in the 
topic "Cost Accounting." 


The topic "Costs of Socialist Enterprises. The System of Prices. Net 
Income and Profit" must characterize net (normative) output, must examine 
new aspects in the formation and utilization of the profit of socialist 
enterprises, and norms governing the formation of economic incentive funds 
and their role in increasing the material motivation of the enterprise. 


The study of the materials of the party and government decrees on improving 
the planning and management of the national economy will enable students 

to master problems in the economic mechanism of developed socialist society 
in greater depth. 





COPYRIGHT: "“Ekonomicheskiye nauki", 1979 
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PLANNING AND PLAN IMPLEMENTATLON 


BUNICH REVIEWS KHACHATUROV'S BOOK ON INVESTMENT 
Moscow PLANOVOYE KHOZYAYSTVQ in Russian No 2, Feb 80 pp 117-119 


[Review by P. Bunich, corresponding member of the USSR Academy of Sciences, 
and L. Mokeyeva, candidate of economic sciences, of the book "Effektivnost' 
kapital'nykh vlozheniy" by T. S. Khachaturov, Ekonomika, Moskow, 1979, 

336 pages) 


[Text] Our country is conducting an immense amount of capital construction. 
It is necessary in order to realize the achievements of scientific and tech- 
nical progress, to raise the level of living of the people and to create 
technical equipment which provides for high creative content of labor. Be- 
cause of construction we are able to reach a qualitatively new level of in- 
dustrial potential which is necessary for the creation of a material and 
technical base for communism. Construction is also important for solving 
social and other problems. All this makes it possible to consider the prob- 
lem of investments to be extremely important and timely. If one also takes 
into account that there are many unsolved problems and essential shortcom- 
ings in the area of economics of construction and that it forms one of the 
"bottlenecks" in the national economy, one of its most strained areas, then 
it becomes clear how important it is to have serious scientific research in 
this area of economic activity. 


The publication of the book under review, which continues and generalizes 
many years of labor of a most eminent soviet economist in the area of con- 
struction, is a remarkable event in economic science and practice. 


The book's author, while developing a number of initial premises which he 
has advanced in earlier works, also raises and solves new problems. 


The author's main position consists in considering capital investments un- 
thinkable without accounting for their effectiveness. By effectiveness he 
means the ratio between results (effect) and expenditures (p 22). Within 
the concept of expenditures one takes into account capital investments and 
current outlays. They are reduced to a “common denominator by deducting 
the amount of the investment the amount of current profit which is added to 
the production cost, forming finally the reduced expenditures or the value 
of the product in its modified form. The latter category is now recognized 
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by practically everyone, but it initially encountered active resistance 
from a number of authors. 


T. S. Khachaturov was the firet to introduce into scientific and practical 
currency such a concept as general (absolute) effectiveness of capital in- 
vestment, by measuring the ratio between the national income (and at indi- 
vidual facilities--profit) and the volume of capital investments. In the 
latter case one obtains the planned period for recouping investments which 
must be compared to the normative one. If they are equal or if the planned 
time period is lower than the normative, the object is permissable from the 
economic point of view. At one time the author introduced the concept of 
comparative effectiveness of capital investments in order to facilitate the 
selection of the best variants, which does not contradict the first con- 
cept because "a comparison of variants in terms of reduced expenditures 
gives the same result as the comparison in terms of time periods for re- 
couping expenditures .. ." (p 130). 





The crucial problems of determining the effectivness of construction also 
include the problem of the normatives of effectiveness. T. S. Khachaturov 
shows the normatives must be deduced from the ratio between the actual re- 
sources allotted for construction and the need for them (p 132). If one 
introduces a low normative, then relatively less effective objects are al- 
lowed to pass (above all through increased capital-intensiveness, which in 
and of itself expands the possibilities of technical progress). With high 
normatives the requirements for return increase, but it is mainly record 
measures that pass through (within whose framework the volume of one-time 
expenditures is primarily minimized and several "free" conditions are al- 
lowed for reducing current expenditures). T. S. Khachaturov draws the 
attention of the readers to the way the normative coefficient should be-- 
unified or differentiated. "The application of a unified normative of ef- 
fectiveness for all branches and subdivisions of the national economy would 
be permissable only with couwplete uniformity of all conditions for the de- 
velopment of each branch and each rayon--the distribution of capital invest- 
ments, supply of raw materials, processed materials and equipment, price 
levels, levels of wages and skills of labor force, and so forth. But we do 
not have such uniformity and it can not be achieved in the foreseeable 
future” (p 135). The author gives figures concerning the comparatively low 
wages in individual branches, which, with a unified coefficient of effective- 
ness, would retard the introduction of machines in them (p 136). The signi- 
ficance of methods of accounting for the time factor are also considered. 


In order for the calculations of effectiveness to be correct, it is neces- 
sary to refine the composition of other elements of reduced expenditures as 
well. T. S. Khachaturov proves that amortization deductions are a complete- 
ly justified part of production costs which should not be excluded when de- 
termining the effectiveness of investments (p 126). It is noted in the work 
that the generalized calculations can be obtained only with the help of cost 
indicators and not natural ones since the latter do not reflect the entire 
sum of labor expenditures and, moreover, they frequently change in various 
directions with comparable variants (pp 156, 27). 
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In our opinion, the author has an important and correct idea when he says 

that the comparison of current and one-time expenditures ie necessary for 

selecting the best variant not only under conditions of the utilization of 
commodity and monetary relations, but also in the future, under communism. 
"Even if one expresses the required current and one-time expenditures not 

in terme of the value indicator, but in terms of labor-hours, still there 

is a need to compare one-time expenditures (capital investments) and cur- 

rent ones" (p 122). 


Among the other problems considered in the book, we note the conclusion 
about the positive results of applying credit as a source of financing 
capital investments. "It would be expedient to increase the proportion of 
credit in the granting of funds for capital construction to 25-30 percent, 
transferring all construction sites to a credit system with a repayment 
period of up to 7-8 years. This would make it possible to reduce a propor- 
tion of budget financing to a level of approximately 30 percent (the re- 
mainder would be through internal funds of the enterprise and other sources). 
Practice shows that when credit is granted the percentage of enterprises 
that are introduced into operation on time and ahead of schedule is 2.5 
times greater than with non-reimbursable financing (p 252). Let us also 
point out the suggestion to pay design organizations taking into account 
the results of utilization of designs that have been realized. Concretely, 
we are speaking about paying for the work of the designers partially as the 
design is approved and making final payment and paying the bonus after all 
the construction work has been completed and the shortcomings in the design 
have been discovered (p 256). These examples illustrate the correspondence 
between the author's recommendations and the measures that are being taken 
to improve the economic mechanism. The same thing can be said about T. 8. 
Khachaturov's development of the question of a construction-industrial pro- 
gram complex which includes the construction industry, the production of 
construction materials, and the part of machine building products that cor- 
responds to construction needs (construction machines, assembled technolo- 
gical equipment, and so forth), metallurgy (metal structures, fittings, 
pipes and so forth), the forestry and timber processing industry (logs, 
sawdust materials, wood in construction parts) and other investment branches 
(p 240-241). 


Along with questions related to the effectiveness of investments, the book 
also includes interesting ideas about more general national economic prob- 
lems. We can give as an example the idea that as the needs are satisfied, 
further increase in consumption develops not so much as a result of increas- 
ing the number of owners, as through the replacement of goods with better 
ones (p 77), as a result of which it is wrong to think that the satisfaction 
of the society's needs has a tendency toward approaching the figure one, 

a limit. 


The author also gives a more “refined” definition of intensification, show- 
ing that an increase in the absolute volume of capital investments which 
provides for increased labor productivity has an intensive nature (p 87). 
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The second peculiarity of the work te tts enevelopedic nature. There is 
an interesting analysia of effectiveness in various apherea of the national 
economy (production and nonproduction), ‘» the vartous branches of the eco- 
nomy (industry, construction, traneportacion and eo forth), and in the 
various branches of industry (the fuel and energy complex, machine building 
and eo forth). Particular attention should be elven to the conclusion that 
in industry a reduction in production costs has made it possible to compen- 
sate for the increase capital-output ratio. Unfortunately, this has not 
taken place in agriculture or transportation (p 83). The book gives a de- 
acription of the methods of determining effectiveness in the historical 
cross-section, the experience of the CEMA countries, and an analyeie of the 
systems for accounting for the effectiveness of investments under capital- 
ism. In order to make actual data more meaningful, the author augments 
them with special consolidated calculations and illustrates them with exam 
ples. And it is predictable that the book would contain so much for T. 5S. 
Khachaturov has been dealing for a long time with problems related to im- 
proving the economy of construction. He has led a collective of specialists 
who as early as 1958 prepared the Standard Methodology for Determining the 
Effectiveness of Capital Investments and New Technical Equipment in the 
USSR National Economy, which was approved by the USSR Gosplan, the USSR 
Gostekhnika and the USSR Academy of Sciences. In 1969 this methodology was 
refined and was given the name Standard Methodology for Determining the 
Effectiveness of Capital Investments. Many of its fundamental principles 
were included in the Methodology (Main Points) for Determining the Economic 
Effectiveness of the Utilization in the National Economy of New Technical 
Equipment, Inventions and Efficiency Proposals, which was published in 
1979, although there were departures regarding several issues. Briefly, 
the author is a recognized specialist in this area. A researcher and 
practitioner, he has cogently described to the readers all aspects of this 
difficult work. 


The third typical feature .° the book consists in its economy of words, 
correct reasoning and verbal density, which is the result of the author's 
strictness with himself. Such a book can be written only with a great deal 
of work, but it is easy to read. 


But one car not say that nothing in T. S. Khachaturov's work can be disput- 
ed if onlv because what is new is never absolutely proved. Truth, as the 
French mathematician, Henri Poincare said, rests only in the moment of tri- 
umph between the infinity when it is considered erroneous and the infinity 
when it is considered trivial. The issues considered in this book are in 
the stage of discussion and therefore the conclusions can not be considered 
to be generally recognized truth which, incidentally, with excessively 
lengthy application, is in danger of being transformed to a stable delusion. 
The book causes the reader to think, engenders new ideas, and therein lies 
the main merit of reading it. 


COPYRIGHT: Izdatel'stvo "Ekonomika", "Planovoye khozyaystvo", 1980 
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PLANNING AND PLAN IMPLEMENTATION 


SIGNIFICANT CHANCES IN PLANNING POLNTED OUT 


Moscow SOTSLIALISTICHESKAYA LNDUSTRIYA in Russian 14 Feb 80 p 3 


[Text] The editorial board is continuing the publica- 
tion of materials to help those who are taking the 
course “The Perfection of the Economic Mechaniem”. 
Today Doctor of Economic Sciences A. Zalkind and 
Senior Scientific Associate of the Scientific Research 
Institute of Planning and Standards attached to the 
State Planning Commission of the USSR V. Pavlov appear 
in our lecture bureau. 


The contemporary economy of the USSR is distinguished not only by the gran- 
deur of its scales, but also by the complexity of the production and econo- 
mic links among the industries, the union republics and the economic 
regions. All of this greatly increases the requirements for an economic 
mechaniem and its core--planning. As comrade L. |. Brezhnev noted at the 
November (1979) Plenum of the CPSU Central Committee, all planning activity 
must be aimed at the achievement of high ultimate economic results, at the 
fuller satisfaction of the growing social needs. 


One of the Chief Tasks 


The basic principles and methods of solving such a complex economic and 
political task are set forth in the decree of the CPSU Central Committee 
and the USSR Council of Ministers on the perfection of the economic 
mechanism. An important link in this work is the optimization of the cor- 
relation of the five-year-plans and the annual plans. 


It must be said that this problem is not new for socialist national- 
economic planning. it was first posed by V. 1. Lenin. Characterizing the 
plan of the State Commission for the Electrification of Russia (GOELRO) as 
the second program of the party, he called attention to the necessity of 
giving it concrete substance in the current plans. “It is necessary," 
wrote Viadimir Il'ich, “to create a special link between the scientific 
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plan of electrification and the current practical plans and their actual 
realization.” Subsequently the linking of (he five-year-plane and the 
current plane became one of the main tasks of the economic planning 
organs. 


But every succeeding phase of our economic development revealed previously 
unknown facets of the problem. New and more basic solutions were required. 
The principal proposition concerning the leading role of the five-year- 
plane in the system of long-term, medium-term and current national-econamic 
plane remained unchanged. This is explained by the fact that the efforts 
and means for the practical solution of the main technical, economic and 
social tasks corfronting the national economy can be best concentrated 
within the framework of the five-year-plan. For this reason the five- 
year-plan was regarded as the basic form of state planning: the target» 
that are obligatory for the industrial ministries and departments are 
legislatively established in it and serve as reference points for the pro— 
duction collectives. 


Herein lies precisely one of the problems of planning: the five-year-plan 
targets were not specified for the enterprises, and annual plans were de- 
veloped, as a rule, according to the principle: "In addition to what has 
been achieved". For this reason the life of the production collective was 
determined by the annual and not the five-year-plan. Its work was assessed 
on the basis of annual indicators. Resources were allotted for the annual 
program. The dimensions of economic incentive funds depended on the re- 
sults of economic activity for the year. For the enterprise, the five- 
year-plan practically was the sum of the annual plans. All of this pre- 
vented the establishment of long-term stable economic standards for the 
expenditure of resources and incentive. In the development of their plans 
the enterprises were not interested in their stepped-up character, they 
did not try to mobilize all internal reserves: as a matter of fact, the 
main thing for them was no. the outcome of the five-year-plan, but the re- 
sults of the accounting period--the month, the quarter or the year. 


The Bases of Economic Operation 


Now the situation is changing: the five-year-plans are becoming the basis 
of the economic activity of associations and enterprises. What does this 
Signify? 


The five-year-plan of the enterprise is acquiring independent significance, 
and its fulfillment will be assessed as a growing total. If a collective 
worked poorly in one year or another, it must make up the deficiency in 
the following year. The reality of the plan is based on an objective cal- 
culation of the concrete possibilities of the enterprise, reflected in its 
passport. The plan will indicated not only what is to be produced, but 
will also determine the necessary material provision. In this way the 
current plans acquire their basis in the five-year-plans. 
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lt is envisaged that the composition of the fiveryear-plane of industries 
will contain for every year of the five-year-plan an elaboration of the 
material balances and labor resources, production capacity, the financing 
balance and the balance of cash incomes and expenditures of the population, 
The USSR Council of Ministers confirms the material balances of the most 
important types of products of inter-sectorial significance. It has also 
been established chat the five-year-plan will designate the distribution 
of products to the basic intermediate organizations holding materials 

with a breakdown by years. 


The significance of the five-year-plan as the basic form of planning will 
increase also by virtue of including in it the standards of material and 
financial reserves. This creates the conditions for continuous production 
and capital construction, the successful conduct of scientific research 
work. In some cases is planned to stipulate also the reserves of produc- 
tion capacities. 


The significance of the five-year-plan as a basic form of planning will 
also increase by virtue of including in it long-term standards, for exam- 
ple, wages per ruble of net production, the formation of economic incen- 
tive funds. What will this allow? 


Now the annual plan for the enterprise is a program-minimum. It becomes 

a stepped-up plan after the calculation of a counter-plan and socialist 
obligations in it, and at times also of additional tasks. It is a differ- 
ent matter if there is standard planning of production and the wage fund. 
If the collective suddenly takes an unfounded reduced plan, it loses 
double: wage funds and economic incentive funds diminish. First of all, 
because of the fact that these funds will be set according to a reduced 
standard. And, secondly, because, on account of this, the volume of pro- 
duction output will be reduced. In order to make ends meet, either the 
number of workers must be reduced or those who remain must be paid less. 


Stimuli of Tautness 


And if the enterprise will compose, confirm, and execute a stepped-up 
plan? Now it is not always interested in that. Suppose they increased 
the output of production with a smaller number of employees. The economy 
achieved in the wage fund is not immediately transferred into the budget, 
and for the next year this fund is established at a reduced level, con- 
forming with the simple logic: since means were allocated to you and you 
did not use them, that means they were not needed. 


According to the new arrangement, in conditions of the operation of 
stable standards, but standards that are differentiated by the years of 
the five-year-plan, such an economy in the wage fund--in the presence of 
the fulfillment of the plan with regard to the output of products and the 
increase in labor productivity--remains with the enterprise, and nobody 
has the right to reduce the wage fund by its magnitude in the plan for 
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the following year. The collective spends the funds that have been saved 
according to its own discretion, It is permitted, for example, to grant 
workers wage increases of up to 50 percent of the wage scale for holding 
two jobs, engineering and technical workers=-up to 30 percent of their 

salary, technologists and designere=-up to half of their salary, The un- 
spent savings in wages can be transferred to the waterial incentive fund. 


Naturally, the standard method of planning makes increased requirements 
on the composition of the five-year-plan. Earlier, when it was accepted 
with ineufficient foundations, a mistake could be corrected in the annual 
plan. But now, if the five-year-plan calculated imprecisely, the collec- 
tive may turn out to be in a critical position. The idea "the plan, not 
backed up with material resources", becomes not relative, but absolute for 
the enterprise. 


But whatever the five-year-plan may be, it is realized in one way or other 
through the annual plan. Therefore, for steady and balanced economic de- 
velopment it is important for the annual plans to guarantee the fulfillment 
of the five-year-plan. That is to say, these plans cannot be lower than 
the tasks of the five-year-plan for the corresponding year. 


As envisaged by the decree, the development of the annual plans begins from 
below--from the production associations and enterprises. Moreover, the 
starting point must be not the control figures, but the tasks and economic 
standards of the five-year-plan for the given period. The tautness of the 
annual program is determined proceeding from the progressive norms of the 
utilization of equipment, the expenditure of raw material, fuel, materials 
and electric power. This means that the orientation toward the int roduc- 
tion of the achievements of science and technology, the carrying out of 
economic and organizational measures supporting the entire five-year-plan 
becomes the indispensable condition for the fulfillment of plan targets. 


The targets of the five-year-plan for a corresponding year can be exceeded 
by the enterprise by virtue of a counterphan.. In the course of socialist 
competition, the collective reveals its reserves and aims them toward the 
increase of the qualitative indicators. Now somebody who accepts a coun- 
terplan was guided not so much by internal reserves as by additional re- 
sources--the wage fund, raw material, composites, and equipment. Now 
counterplans which are accepted upon initiative from below must be sup- 
ported with material resources and are included in the annual plan. 


Another peculiarity of the annual plan is the possibility of rendering the 
targets of the five-year-plan in concrete form in it. For example, among 
the positions confirmed to the USSR Ministry of Light Industry, among 
others, in the five-year-plan is the production of cotton-thread fabrics 
in general. On the basis of this task the enterprises of light industry 
give concrete expression to the output of this product for the correspond- 
ing year with regard to types and grades of merchandise and conclude con- 


tracts for the delivery of cotton-thread fabrics in the assortment ordered 
ordered by the consumers, 
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The Facets of Responsibility 


The strengthening of the unity of the five-year-plane and the annual plane 
helps to cope with such a negative phenomenon in economic practice as un- 
founded corrections of targets under the actual level of their fulfillment. 
In recent times, such concepts as “the precisely defined plan", “the plan 
as corrected", and the "final plan" have even become common. Behind these 
categories, the ministries and departments try to conceal inadequacies in 
the organization of production and labor in the enterprises and industries, 
to create a picture of well-being in regard to plan fulfillment. But as a 
result of the corrections, progressive enterprises for whom the plan was 
overstated fall into worse conditions, and those lagging behind, having 
received a slackening in the plan, turn out to be the winner. 


The order of planning puts an end to this practice. The directors of min- 
istries and departments, with whose permission unfounded corrections are 
admitted, will be subjected to discipline and held materially responsible. 
And workers of enterprises procuring changes in the plan--will be deprived 
in full or in part of the premiums for the basic results of economic activ- 
ity. These and other measures, undoubtedly, will improve the quality of 
our plans, and the creative initiative of the work collectives upon their 
development and realization will be further developed. In this lies one of 
the guarantees of the increase in the efficiency of national production and 
the quaiity of our work. 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


NEW CREDIT REGULATIONS ISSUED BY USSR GOBSBANK, STROYRANK 
Moscow EKONOMICHESKAYA GAZETA in Russian No 7, Feb 80 pp 7-8 


[Article: “Payment on the Basie of Credit: Regarding Payment on the 
Basie of Credit of Payment Documents for Output When Buyers Have a 
Temporary Lack of Punde in Their Accounte: Approved by Gosbank USSR 
and Stroybank USSR") 


{Text} The 12 July 1979 Deeree No. 695 of the CC CPSU and USER Council 
of Ministers “On Improving Planning and Strengthening the Influence of 
the Economic Mechaniem on Increasing Production Efficiency and Improving 
the Quality of Work” provides that an amount of sold output be approved 
for associations and enterprises for the purpose of evaluating the ful- 
fillment of delivery commitmente for production purpose output and 
consumer goods in a products list (assortment) called for by contracts 
and echedule ordere for the production of output for export. 


In order to ensure timely payments for output which has been delivered 
in accordance with concluded contracts and in order to increase the 
responsibility of buyere for observing payment discipline, the above 
decree of the CC CPSU and USSR Council of Ministers establishes that 
when 4 payment date ensues and a buyer has — temporary lack of funds 
the payment documents which have been accepted by him are paid for by 
Gosbank USSR and Stroybank USSR on the basis of a loan with the loan 
indebtedness ascigned to the buyer and repaid within 60 days in the 
sequence established for the payment of physical assets, and with the 
collection of 5 percent annual interest. Upon the expiration of the 
above period the credit continues at increased interest rates (point 57), 


In order to ensure the fulfillment of the decree of the CC CPSU and USS 
Council of Minietere, the board of Gosbank USSR and the board of Stroy- 
bank USSR propose that the following be used for guidance: 


1. When there ie 4 temporary lack of funds in the account of buyers and 
4 payment date ensues the payment documents which have been accepted 
by them are to be paid, a8 a rule, in firet order on the basis of 
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planned loans which are made to the buyers, including from special 
loan accounts for credited physical assets and services, and when 

the planned loans have been utilized — on the basis of payment credit 
lesued to the buyers. The extension of loans for the payment of 
payment documents ie made regardless of the exietence of overdue 
indebtedness on loans. 


The procedure established by the rules in effect for paying without invoice 
for electric energy, municipal services (gas, water), thermal energy, 
natural gae, and other inetances stipulated by the payment inatructions 

is retained. 


Payee economic agencies are given the right to pay for payment documents 
before the expiration of an acceptance date after exercising the necessary 
control over observance by suppliers of contract terms. 


Buyer economic agencies may aleo give the bank authorizations (in the 
form of a letter) to pay for payment documents on the day they come in 
to a bank inetitution for suppliers who observe physical asset delivery 
contracts in assortment and products lists. Here, a subsequent refusal 
by buyers to accept is honored only for the following reasons: 


-=the shipment of goode to an improper address; 


-=the advance delivery of goods or services without the agreement of the 
buyer (client); 


— the poor quality or incompleteness of goods which is established by 
document before the expiration of the following acceptance date; 


--lower grade (quality) goods compared to the grade (quality) of the 
goods specified in the document certifying goods quality which is estab- 
lished by document before the expiration of the subsequent acceptance 
date, if the buyer (receiver) has refused to accept these goods; 





— the delivery of unmarked or improperly marked goods which is established 
by document before the expiration of the date for the following accep- 
tance, if as a result of this the goods cannot be used or sold by the 
buyer (receiver) and the latter does not have the possibility of marking 
them or of making changes in the marking; 


— the absence of a price for goods or services which has been approved 
of or agreed upon in the established procedure; 


— the presentation by the supplier of a demand for previously paid for 
goods or services; 
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e=the readdreseing of goods by a supplier while they are enroute; 


— the lack of a substantiation in the demand or of a commodity (payment) 
document of prices for goods which have been shipped or delivered; 


~ethe exceeding in the demand of the established prices for a good or 
for packaging or of markups, and aleo the inclusion in the demand of 
unestablished markups; 


“=the discovery of an arithmetical error in the demand or in the commodity 
transportation document; 


--shortages of goode when they are received from the supplier's (dis- 
patcher's) representative who accompanies a shipment which has been 
established by document before the expiration of the date for the fol- 
lowing acceptance of a demand. 


In cases when instances of a violation of contract discipline and also 
of the payments procedure is established, the bank transfers, after a 
ten-day warning, such a buyer enterprise to settlements with suppliers 
on the basis of a first-order acceptance. 


The following payment documents are paid on the basis of the above-cited 
payment credit; 


--for delivered physical assets and services, including payments in the 
form of planned payments; 


--for the completion of periodic payments on the counter-demands balance; 


--for equipment intended for non-production objects (except municipal 
economy objects) and equipment which is not entered in the construction 
estimate; 


--for equipment intended for production and non-production objects when 
there is a temporary delay in the approval of intra-construction title 
lists or a refinement in the established procedure of estimates. 


The payment is made regardless of the existence of funds in the account of 
payees with the collection of interest increased by 50 percent for over- 
due indebtedness on this credit. 


2. Payment credit is used to pay for production purpose output and con- 
sumer goods which have been delivered in a products list (assortment) 
according with concluded contracts and also with schedule orders for 
the production of output for export and which are included in the sales 
plan in compliance with these terms. 
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Supplier economic agencies have to apecify tn their payment demands and 
buyers in their payment authorizations that the physical assets have 

been delivered in a products list (assortment) according with concluded 
contracts or echedule orders. When bank inatitutions establish inatances 
of violations by associations and enterprises of contract commitments, 
thie has to be considered by them in analyzing the financial and economic 
work of economic agencies and in employing differentiated credit regimens. 


3. Payment documents which have been accepted in a firet order by payees 
are paid on the day after the expiration of the acceptance date. 
The acceptance date ise determined in accordance with the inatruction 
of Gosbank USSR on cash-free payments in the economy. 


4. The opening up of a loan account for the extension of payment credit, 
the payment during the course of an operations day of payment docu- 
ments on the basis of this credit, and also the writing up of the 
payment which has been extended and ite repayment is performed in 
accordance with the instructions of Gosbank USSR and Stroybank USSR. 
The credit repayment period is established by the banks in agreement 
with the economic agencies in relation to the periods when funds are 
received for its repayment, but for not more than 60 days. For the 
use of credit 5 percent annual interest is collected. 


When funds are absent in the current account of an economic agency on 

the day that the final (60 days) date for repayment of payment credit 
ensues, the unpaid part is transferred to the overdue loan account. A 
postponement for the repayment of this credit is not granted. Collection 
of the due and overdue indebtedness for payment credit is made in the 
sequence established for the payment of commodity stocks. 


The repayment of due and overdue indebtedness on payment credit which 
has been issued for the payment of payment documents that have been 
presented against accounts for the financing of capital investments, 
capital repairs, and for the production development fund is made only 
from these accounts. 


5. If an economic agency has made continual use of payment credit over 
a period of 60 days (continual indebtedness), during the following 
period the further extension to it of payment credit is performed 
from a separate open loan account with the collection of an increased 
interest amounting to 10 percent annually right up until the repay- 
ment of the entire indebtedness on the payment credit. A special 
application from the economic agency for the opening of this account 
is not required. 


6. The payment of payment documents for commodity stocks and services 
which are credited through a special loan account and the entry of 











receipts in thie account for industrial enterprises and trade, 
supply, and sales organizations which are given credit for turnover 
and commodity turnover, for sovkhozes and other agricultural enter- 
prises, and for enterprises of the timber, timber-chemical, paper, 
and wood-working industries ie performed in the procedure in effect 
with regard to the inatructions etipulated in Point 1 of the present 
letter and the following special characterietics. 


The payment of payment documents is performed regardless of an indebted- 
ness in the special loan account which exceeds the planned amount of 
credit (control figure). The collection of interest for the use of 
credit through the especial loan account is performed in the following 
procedure: 


--on indebtedness within the limite of the planned amount of credit 
(control figure) and on the amount of excess over a period of not more 
than 60 days — in accordance with the interest rates on due indebtedness 
in special loan accounts which have been established for the above 
branches (interest for the use of credit within the limite of the control 
figure is not collected from industrial enterprises which are credited 
for turnover) ; 


--on the amount of excess indebtedness over the planned amount of credit 
(control figure) after a continual excess for a period of 60 days (from 
the 6let day) — at an increased rate (10 percent). 


The determination of whether indebtedness on the special loan account 
corresponds to the planned amount of credit (the control figure) is 
performed in the procedure established by the instructions on the exten- 
sion of credit. 


The former procedure for verifying the solvency of the special loan 
account is retained. 


For enterprises of the timber, timber-chemical, paper, and wood-working 
industries instead of a credit ceiling on the special loan account, a 
planned credit amount is introduced. The entry of receipts is performed 
in the established procedure in the current account. 


The payment of credited commodity stocks and services from the special 
loan accounts of procurement organizations and enterprises which process 
agricultural raw materials and which are provided with credit in 
accordance with instruction No. 1 of 29 May 1975 of Gosbank USSR, and of 
food trade wholesale organizations which are provided with credit in 
accordance with instruction No. 43 of 20 June 1979 of Gosbank USSR is 
ceilingless and is performed regardless of the existence of overdue 











indebtedness. Increased interest on the special loan accounte of the 
above organizations ie not applied. 


7. 


The payment of payment documents for equipment intended for production 
and municipal services facilities and for major domestic production 
and energy equipment is performed on the basis of planned credit 

which te tesued in accordance with the Rules for financing construc- 
tion until ite delivery for inetallation in accordance with the 

plan. The @ame procedure ise used for paying for overall production 
equipment, production lines, installations, and mechanization, 
automation, and control equipment which has been received from 
general suppliers. The issuance of credit is performed regardless 

of the existence of overdue indebtedness on bank loans. 


The extension of credit for imported equipment is performed in accordance 
with the operating instructions on this matter. 


In a change from the operating instructions of Gosbank USSR and 
Stroybank USSR, regardless of the existence of overdue indebtedness 

on bank loans, when clients have a temporary lack of funds they are 
granted credit from a separate loan account in accordance with the 

28 May 1969 Decree No. 389 of the CC CPSU and USSR Council of Ministers 
"On Improving the Planning of Capital Construction and on Strength- 
ening the Economic Stimulation of Construction Production" to pay 

for the bills of contracting organizations which have been accepted 

by the client and by a bank institution for the fulfillment of work 
within a period of 45 days. Upon the expiration of the 45 days credit 
is issued from the same loan account. 


The bills of subcontracting organizations for complexes of work which 
have been completed by them are paid for, regardless of the existence of 
overdue indebtedness <n loans, on the basis of credit for expenditures 
for incompleted construction and installation work which is issued to 
the general contractors. 


9. 


Expenditures connected with the payment by capital construction clients 
of interest for payment credit which has been issued to pay for con- 
struction and installation work, and also to pay for equipment 
intended for production and non-production projects when there is a 
temporary delay in approving intra-construction title liste or in 
refining cost estimates in the established manner are assigned for 
operating enterprises to the results of their basic work, and for 
enterprises which are being newly built are made on the basis of 

a ministry's or department's reserve for providing financial assis- 


tance. 
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10, Credit to kolkhoges to pay for payment documents for commodity 
atocks and surpluses ia iesued in accordance with the Rules on 
extending credit to kolkhoges. 


ll. The payment credit which te provided for in the present inetructions 
ie not granted: 


=--to pay payment documents for phyeical assete and services which are 
received by budget and other organizations and inetitutione which, in 
accordance with ite Charter, are not extended credit by the bank; 


--for preliminary payment for goods and services; 


-=to pay for payment documents for goods which have been left in 
responsible storage with suppliers; 


--to pay payment documents for equipment, physical assets, and work and 

services which have not been accepted by the banks for execution due to 

the lack of approved capital investment plans, title lists, and planning 
estimates. 


In the event that documents for performed work, equipment, and other 
commodity stocks and services are received for payment and cannot be 
paid for by the bank due to the exhaustion of its annual appropriations 
for capital investments and capital repairs, including for purchasing 
equipment, the bank institution informs the superior organization of the 
economic agency about this. Until the superior organization finds 
sources to pay for these documents they are kept in Gosbank on the 
extra-balance account No. 9933 and in Stroybank in card file No. 3; 


--in cases when the extension of credit to economic agencies has been 
halted in the established procedure. 


12. In order to prevent production associations, enterprises, and 
organizations from involving payment credit in their financial 
gaps, bank institutions are to take additional measures to streng- 
then control over financial work of economic agencies, the fulfill- 
ment by them of plans on the basis of financial results, the 
safekeeping and correct use of their own circulating capital, and 
to deepen analysis work on the work of economic agencies. They 
are to make more active use in controlling settlements of the 
payment calendars which are worked out by the economic agencies. 


The institutions of Gosbank USSR and Stroybank USSR have to make a 

monthly analysis on the basis of the balances and other reporting materi- 
als of economic agencies of the reasons for which a need for payment credit 
has arisen with them. 
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The resulte of the analysia have to be examined together with economic 
agencies and it has to be demanded from them that they take measures to 
prevent the involvement of payment credit in covering financial gaps and 

of the use of thie credit inatead of the planned loans for commodity stocks 
and other credits. 


The issuance of credit, the use of a differentiated credit regimen, the 
exercise of control functions connected with the extension of credit, and 
the application of measures of economic influence to economic agencies 
which are stipulated by the rules for credit extension, financing and 
settlements are performed by the inatitutions of Gosbank USSR and 
Stroybank USSR in the generally established procedure. 


In addition, if the need of economic agencies for payment credit, inclu- 
ding payment credit issued from the special loan account, arises not from 
a temporary lack of funds, but ae a result of prolonged financial diffi- 
culties caused by exceeding the planned cost of output, a failure to 
fulfill the profite plan (above-plan losses), above-plan expenditures 
from profits, the diversion of circulating capital into capital expendi- 
tures, above-norm uncredited commodity etocks, above-norm stocks of 
goods, unsaleable and overstocked goods, indebtedness, and other purposes 
not provided for by the plan, by the performance of unplanned construc- 
tion, and the use of funde which have been designated for capital invest- 
ments for other purposes, such economic agencies may be fully or 
partially excluded from credit, including the issuance of payment credit 
after ite continuous use for a period of 60 days. In individual cases 
the issuance to economic agencies of payment credit may be performed 
under a guarantee from a superior organization. The exclusion from 
credit, and also the extension of credit under a guarantee is performed 
in the generally established procedure.* 





*With regard to the acceptance of documents by buyers the following has 
to be taken as a guide. The preliminary acceptance of the payment docu- 
ments of suppliers which are subject to payment on the basis of bank 
credit and which is established by the above letter comes into effect on 
1 April 1980. Until 1 April the acceptance procedure previously estab- 
lished by the instruction continues in effect. 
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INVESTMENT, PRICES, BUDGET AND FINANCE 


FLAWS IN CAPITAL LNVESTMENT ACCOUNTING, DISTRIBUTION NOTED 


Moscow VESTNIK STATISTIKI in Ruselan No 2, Feb 80 pp 59-62 
[Article by V. Ostapenko: ‘On Classification of Capital Investments") 


| Text) Since 19/76, capital investments in statistical accounting have been 
classified according to spectalizations in the following manner: technical 
re-equipping of existing enterprises, modernization of existing enterprises; 
expansion of existing enterprises; conetruction of new enterprises. However, 
the entire volume of capital investments in projects of a production nature 
is not taken into account in these specializations, since the overall volume 
of capital investments includes expenditures for the maintenance of existing 
capabilities, for equipment and machines not included in the construction 
project estimates and for planning-research work in behalf of construction 
to be carried out in future years. 


In 1977, for 26 industrial ministries, the overall volume of capital 
investments in projects of a production nature was distributed as follows 

(in percent of the total): technical re-equipping of existing enterprises -- 
8.3; expansion of existing enterprises ~~ 21.6; construction of new 
enterprises -- 36.3; maintenance of existing capabilities -- 10.0; equipment 
and machines not included in the construction project estimates -- 10.3; 
planning-research work for construction to be carried out in future years -- 
1.0 percent. 


It is our opinion that such a distribution is in need of improvement. 
According to the nature (types) of construction, capital investments should 
ideally be distributed for current measures (organizational -technical 
measures), modernization; expansion; construction of new enterprises. In 
the case of expenditures for the maintenance of existing capabilities, for 
equipment and machines not included in construction project estimates and 
for planning the construction to be carried out in future years, they should 
be included, in the proper proportions, in the capital investment structure 
for current measures, for modernization, for expansion and for new 
construction. 


For example, if the conditions for mining coal deteriorated and the 
capacity of a mine decreased, then the mine would have to be modernized 
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in order tor it to be maintained at the planned level. If the coal 
supplies in the area of the mine were exhausted, then a new mine would have 
to be built in order to maintain the capabiiity of the branch, 


Similarly, the coat of machines and equipment not included in construction 
project estimates must be included in the capital investment structure for 
modernization, expansion or new construction, depending upon the projecte 
tor which Chese machines are being procured. 


According to the method for reproducing fixed capital, capital investments 
should be diatributed for replacement, modernization and growth. At the 
present Cime, importance is being attached in statistical accounting to 
allocating capita: investments for the replacement of buildings and 
inetallations and transmitting equipment. In the case of equipment and 
particularly with regard to statistical accounting, the cost of equipment 
installed in place of obsolete and worn out items of equipment is singled 
out from its overall cost, included in the fulfilled volume of capital 
investments. For example, if 10 machines were retired at an enterprise and 
the installation (at the same or another permanent place of operation) of 10 
new ones begun (or, let us say, eix machines more productive than the ones 
withdrawn), then the capital investments for acquiring these 10 (or six) 
machines and their installation should be viewed as capital investments for 
the replacement of equipment. 


However, there is a well known difficulty associated with computing 
expenditures for the replacement of equipment at the branch scale (it bears 
mentioning that this applies also to the computation of expenditures for the 
replacement of buildings and other elements of fixed capital). The 
replacement of equipment within the branch can be carried out, just as in 
the case mentioned, by installing equipment at some enterprises in 
replacement for similar types of equipment withdrawn at other enterprises. 
Moreover, at enterprises whe e new equipment is being installed, it is not 
known if it is being installed in replacement for units withdrawn at other 
enterprises or for the purpose of increasing the branch's inventory of 


equipment. 


Obviously, this and other difficulties serve to explain why the accounting 
data of individual ministries, on capital investments for the replacement 
of equipment, is not very reliable. This is borne out by comparing such 
data against data on the retirement of machines and equipment, as contained 
in accounting reports on the movement of fixed capital. Thus, capital 
investments for the replacement of equipment in the USSR Ministry of Power 
Engineering and Electrification, during the 1975-1977 period, amounted to 
only 48 percent of the cost of the equipment eliminated during this period. 


Equal importance is attached to distributing capital investments in 
accordance with the methods for introducing new equipment: first of all, 
by means of daily improvements in individual functioning elements of fixed 
capital; secondly, by means of technical re-equipping, that is, radical 
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improvements in the functioning elements of fixed capital, their mass 

modernization and replacement; thirdly, by means of an increase in the 
elements of fixed capital as a result of the introduction of advanced 

equipment. 


What link exiete between the distribution of capital investments according 
to the methods for introducing new equipment and according to the nature of 
the projects’ 


It ie obvious that fixed capital undergoes daily improvements during the 
carrying out of current (organizational-technical) measures, individual 
replacement of fixed capital and so forth; technical re-equipping -- during 
the modernization of existing enterprises and also during the expansion of 
existing and the construction of new departments and enterprises, if this 
is promoted by the elimination of equipment at other enterprises; increase 
in the inventory of advanced equipment -- also during modernization, 
expansion and new construction, but without a corresponding removal of 
equipment. 


At the same time, the modernization and expansion of existing enterprises 
and the constr: tion of new departments and enterprises may not lead to the 
technical re-equipping of the branch, if such work is carried out on the 
basis of average equipment or if the modernization is conducted for the 
purpose of improving labor conditions or reshaping production. 


Capital investments are embodied in the fixed capital, the main 
technological elements of which, in combination with their other attendant 
elements, determine the production potential of an enterprise and its 
productive capacity. 


In accordance with their effect on production capabilities, capital 
investments are ideally divided into two groups: investments aimed at 
protecting created capacities and investments aimed at increasing 
production capacities. 


In order not to decrease the production capacity of an enterprise 
(department), new machines having the same overall capacity must be 
introduced into operations in place of those machines removed. For 
example, 10 machines in a spinning department were turned over for scrap 
purposes and, as a result, the annual capacity decreased by 600 tons of 
yarn. In order for the capacity of the department at the end of the 
year to be no lower than it was at the beginning of the year, new spinning 
machines (in this instance, the number of machines is not important) 
having a capacity of 600 tons of yarn had to be placed in operation. 
The expenses for their acquisition and installation represent capital 
investments for protecting existing capacities, 


Capital investments for this purpose are expended in all branches of 
industry. However, a review of the accounts of the machine building 
ministries, the USSR Ministry of Light Industry and the Ministry of the 
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Cellulose-Paper Industry reveals Chat these branches are not expending 
funds for the purpose of protecting existing capacities, Certainly, thie 
is incorrect. The mentioned branches of Che processing industry must 
consider the use of capital investments for protecting exieting 
capacities, 


The solving of this problem is somewhat more complicated in branches of the 
mining industry, where the replacement of withdrawn equipment is also 
required for the purpose of protecting existing capacities, However, the 
expenditures for accomplishing this represent only a portion of the capital 
investments required for protecting existing capacities in branches of 
the mining industry where, as the supplies of minerals become exhausted, 
layers, shaft: and wells are withdrawn from use, a deterioration occurs in 
the extractive conditions for developed layers, decreases are observed in 
the yields being obtained from wells and so forth. 


In this regard and for the purpose of protecting existing capacities, 

new layers and new wells must be introduced, enterprises must be modernized 
and expanded, the inventory of equipment must be increased and so forth. 
Thus the protection of existing capaciti: in branches of the mining 
industry requires considerably greater capital investments than are 
required for this purpose in branches of the processing industry. 





The taking into account of these capital investments, similar to capital 
investments for the replacement of withdrawn fixed capital is extremely 
difficult for each project for the same reason: the workers at an 
enterprise where new capacities are being introduced into operations are 
capable only of determining the investments required for protecting existing 
capacities at that enterprise. At the same time, workers at enterprises 
recently placed in operation and also at enterprises where the capac’ ties 
have been increased are unaware as to whether the additional capacities 
were introduced for the purpose of compensating for capacities withdrawn 
at other enterprises or for increasing the overall capacity of the 
branch. 


In actual practice, a rather simple method has been found for determining 
the expenditures required for protecting existing capacities. It is 
based upon a comparison of accounting data on the placing in operation of 
capacities and growth in the volume of output production. 


Let us assume that as a result of the construction of new and the 
expansion, modernization and daily improvements in the fixed capital of 
mines and open-cut mines, capabilities for the mining of 20 million tons of 
coal annually were placed in operation during a given year. The increase 
in the amount of coa) ~‘ned during this year amounted to 10.6 million tons. 
Based upon this data termine that this increase in capacity 

required an expendit. ° >»: ©. percent of the capital investments 


(19.6 A 100), and for pro. «ting existing capacities (compensation for 
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withdrawal of fixed capital) «= 47 percent. Such @ computation te 
inaccurate owing to the different ratios exiating between the amount of 
capability withdrawn and a reduction in output production on the one hand 
and the amount of capacity placed in operation and an increase in output 
production on the other, depending upon the schedule for the withdrawal and 
placing in operation of the capacities, 


Let ue examine, for example, the following standard data for the production 
capacity of a mine and the volume of coal mined. The production 

capacity (im thousands of tons): at the beginning of the year ~~ 100, 
withdrawn (April) -- 12, placed in operation (July) -- 24, at the end of the 
year ~~ 112; volume of coal mined (in thousands of tons): previous year -- 
90, reduction in connection with withdrawal of capacity «= 9, increase in 
connection with introduction of capscity «= 12, for year under review -- 
93. 


If the expenditures for maintaining the capacity available at the 
beginning of the year are determined using the method described above, then 


they will turn out to be equal to 87.5 percent (since the expenditures for 
an increase in capacity 15) = 99) 100 * 12.5 percent). The actual 
expenditures for maintaining the existing capacities amounted to 50 
percent of the capital investments ( X 100), The overstatement of the 


amount of expenditures required for maintaining existing capacities, 
computed using the first method, was associated in the first inetance with 
the fact that the old capacities were withdrawn in April and the new 

ones introduced in July. Hence, the amount of capital investments required 
for maintaining existing capacities can be computed more accurately, based 
upon indices for the capacity balance, by comparing the data on a 
reduction in capacities (which can be computed) against that for the 
introduction of new capacities into operations. 


Other proposals are available for computing the capital expenditures 
required for maintaining existing capacities. However, when distributing 
capital investments according to specializations, thought should obviously 
not be given to the possibility, as is being done at the present time, that 
one portion of the capital investments allocated to the branch is used for 
technical re-equipping, new construction and the modernization and 
expansion of existing enterprises, while the other is used for the 
maintenance of existing capabilities. 


Thus, if we make a judgement based upon existing reports, then capital 
investments in projects of a production nature for the USSR Ministry of the 
Lumber and Wood Processing Industry were distributed in 1977 according to 
the following specializations: technical re-equipping (here we have in mind 
current replacement, carrying out of organizational-technical measures and 
other similar types of work) -- 7 percent; modernization -- 8 percent; 
expansion of existing enterprises -- 14 percent; construction of new 
enterprises -- 20 percent; maintenance of existing capacities -- 6 
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percent, equipment and machines not included in construction project 
estimates ~~ 44 percent; planning-research work for conatruction to be 
carried out in future yeare ~* | percent, 


Actually, the maintenance of existing capacitios, equipment not included 
in construction project estimates and planning-research work for 
conatruction to be performed in future years serve to describe other aspects 
of capital conetruction, compared to current operations, modernisation, 
expansion and new construction. 


COPYRIGHT: LIsdatel'stvo “Statiatika”, 1980 
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UTILLZATLON OF RESOURCES AND SUPPLY 


GOSSNAR OFFICLAL COMMENTS ON ROULPMENT SUPPLY STATUTE 
Moscow SOTSIALISTICHESKAYA INDUSTRIYA in Russian 20 seb SO 5 


[Article by A. Viasev, Chief of the Administration for Supply and 
interbranch Relations for Heavy Machine Building Output of Gosenab USSR: 
“The Regulation on Deliveries” |] 


|Text) On 27? December a joint decree of Gosenab USSR, Gosplan USSR, and 
the State Committee for Prices approved the “Regulation on Overall 
Deliveries of Technological Equipment and Technological Lines, Instalila- 
tions, and Unite.” tt will e into effect on 1 January of next year. 
At the request of our correspondent V. Simonov it is commented upon by 
the chief of the administration for supplies and interbranch relations 
for heavy machine building output of Gosenab USSR A. Viasov. 


“At one time the Statute on Deliverie f Products Designated for Production 
and rechnical Use % adopted, and various Special Delivery Conditions were 
worked out for different types of output. The range of issues which they 
regulated proved to be ineufficientiy wide. In addition, enterprises 

had to guide themselves by many normative documents. For this reason 

it wae decided to develop 4 new Regulation which embraces in 4 complex 

all of the tesues and links in the long chain whose final result is a 
technological line of an installation. 


“In preparing the status the question arose: What should be con- 
sidered an overall technological line, instaliation, or whit’? There were 
various pointe of view. The idea of an orientation toward the final 
product was taken ae the basis. For example, a technological line hae 

to produce 659,000 tone of amonia 4 year, but in order to do thie it hes 
to be fully and punctually equipped with ite full aggregate of equipment, 
and mechanization, automation, and control equipment. Technological 
lines and unite and their equipment are distributed in a centralized 
manner. Thie ie explained by their especial importance for the economy. 
The distribution plans will be approved by the USSR Council of Ministers 
or Goeplan USSR, or by producer ministries in agreement with Goesnab 

USSR in accordance vith them the sales and supply agencies issue orders 








for delivery which become the basie for the conclusion of contracts. The 
general aupplier bears responsibility for the overall nature and punctu- 
ality of supplies. For example, the Urale Machinery Plant is responsible 
for overall supplies of rolling machine tools, and the "Uralkhimmash" -- 
for amonia production lines. And although they obtain a part of the 
equipment through cooperation, they will nevertheless be responsible for 
the entire delivery as a whole, even while it ie in transit. 





"The direction of installation work will be performed, as a rule, by the 
head producer enterprise in accordance with a special agreement. It 

can aleo be performed by special subcontracting chief inetallation 
organizations <= thie time by agreement with the producer enterprises. 
But in any case, the entire responsibility for the operation of the 
equipment ie borne by the producer enterprises. 


"If the overall nature of a delivery is violated, the guilty party pays 
the clicnt a fine — 20 percent of the value of each unit of equipment 
or of the products. In addition, the supplier paye the buyer a fine in 
the amount of 2.5 percent of the value of the entire line, installation, 
or unit. A different measure for a fine may also be provided for in 

the Special Delivery Conditions — in relation to the complexity and 
amount of the delivery. 


“Of course, a general supplier may collect these fines from those 
organizations with which it worke which have let it down. In the event 
of a dispute, it is settled by arbitration. 


“The client paye the supplier plant for the set of equipment as a whole. 
Until the time that the planned delivery or installation period has 
expired the supplier is ‘esued bank credit. Afterwards the credit 
continues at higher interest rates. If these periods have been violated 
by a client ⸗ for example, he has not ensured the readiness of a project 
for installation or has not provided for its financing -- the increased 
interest for the loan is then collected from him. 


“Incentive markups are included in the wholesale prices for overall 
technological lines. Compared to the existing regulation, they have been 
increased by 20 percent. For Lines which have been certified in the 
highest quality category a profitability norm increased by 50 percent is 


applied.” 
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REGIONAL DEVELOPMENT 


SCLENTIFIC CENTER PLANS FOR URALS' DEVELOPMENT 
Chairman Describes Research 
Moscow IZVESTIYA in Russian 11 Jan 80 p 3 


/article by Hero of Socialist Labor, Academician S. Vonsovskiy, chairman 
of the Presidium of the Ural Scientific Center of the USSR Academy of 
Sciences: "Virgin Soil of the Gray Urals"/ 


/Text/ Addressing the November (1979) CPSU Central Committee Plenum, Com- 
rade L. I. Brezhnev said: "In the solution of the urgent problems which face 
the national economy, especially on the threshold of the next five-year 
plan, the party is depending on effective assistance on the part of our 
scientists...." 


The Urals Economic Region of the country is an important national economic 
complex, which includes the fuel and power and the raw material sectors, as 
well as sectors which produce means of production and consumer goods, and 
has developed agriculture. And it is quite clear that the scientists of the 
Ural Scientific Center of the USSR Academy of Sciences consider as one of 
their main tasks the elaboration of scientifically sound means of develop- 
ing the economy of the Urals. 


The main results of the research of our scientists have been generalized in 
the "Ural" complex program. What problems are arising in it? I will dwell 
only on the most important ones. First of all it ts a matter of the in- 
tensification in the Urals of industrial production--the renovation of 
operating enterprises. Here this problem is more acute, perhaps, than in 
other regions of the country. For the Urals have been under development as 
an industrial region for more than 250 years. Here the combination of 
old--with a backward processing method and equipment--plants with modern 
industrial giants, the combination of old cities and urban-type settle- 
ments with modern industrial centers occur. 


This circumstance dictates as one of the most important trends of scientif- 
ic and technical progress in the Urals the development here of basic and 
applied research and development, which involve the development of funda- 
mentally new technological processes, mechanization and automation and the 
complete renovation of enterprises. 


Su 





The problem of providing industry of the Urals with mineral resources is 
very important. For more than two and a half centuries the mineral re- 
sources have been worked intensively here. The processing capacities are 
steadily increasing, while the mining of ores is declining. Thus, from 
1965 to 1975 the production of pig iron increased 1,5-fold, while the min- 
ing of commercial ore decreased by 5 percent. At present the metallurgical 
enterprises of the Urale are operating mainly on ore which has been hauled 
in. Consequently, major geological, geophysical and economic studies are 
needed, which are aimed at the increase of the efficiency of prospecting 
and the growth of the reserves of ores of ferrous and nonferrous metale and 
other minerals in the Urals. 


The economic geological evaluation of the mineral resource base of the 

Urale will become the basis for the further development of the mining in- 
dustry and the main directions of geological prospecting. The geophysicists 
of our center are developing the scientific principles and equipment for 
detecting deposits at depths of more than | km, since in practice the ore 
deposits of the Urals have been worked only on the surface or to a depth of 
not more than 500 am. 


Particular attention is being devoted to the involvement in the orbit of 
industrial development of the minerals of the Northern Urals, as the un- 
developed region which is closest tothe industrial Urals and which has 
diverse natural resources. In recent years the amount of research work, 
which has been performed by the Ural Scientific Center and other scientific 
institutions for the north, has increased sharply and will increase more. 
The geophysicists of the center have discovered there very large anomalies, 
which promise, if their ore character is confirmed, to provide deposits 
with reserves in the billions of tons of iron ores. We consider it expedi- 
ent to raise the question of developing an Arctic Territorial Production 
Complex for the working of Vorkuta coking and power coals, the iron ore of 
the Shuchinshoye deposit, the water resources of the Ob' River and so forth. 


As before, the Urals are the richest storehouse of minerals, including iron 
ore resources. But these ores are compound ores, they contain along with 
iron other components which, on the one hand, increase the value of the 
ores but, on the other, complicate their recovery by traditional methods. 
Billions of ferrotitanium ores of the Medvedevo and Kopanskoye deposits re- 
main untouched, since it is impossible to recognize any on the existing 
Systems as suitable for their working. Only titanomagnetites of the Kach- 
kanar types are being used, but in this case vanadium is extracted, the 
titanium is lost with the "tailings" and slags. 


Departmental barriers still stand in the way of the complete processing of 
mining raw materials. Thus, a large amount of copper is contained in the 
ores of the Vysokogorskiy mine, which is under the jurisdiction of the 
USSR Ministry of ‘errous Metallurgy. It can be extracted at the same time 
and, hence, less expensively than at operating enterprises of nonferrous 
metallurgy. But it is being sent to the dumps. The proprietors do not 
extract the copper from the tailings. 








During the years of ite existence many tens of millions of tons of iron 

have been mined along with bauxites at the Severoural'sk bauxite mine. Where 
ie it? In the slimes of the alumina works. But, after all, no less tron 

ie contained in them than in commercial ores. 


The workers of che enterprises understand perfectly well: it ie unprofitable 
for the most part to extract the main components from ore while losing the 
accompanying components. The workers favor production without waete. But for this 
they need well-developed technological processes, finished designe and al- 
locations for their realization. Perhaps there are no new developments? 
There are. More than 10 new technological processes with the equipment de- 
sign, which provide for the practically complete processing of ores without 
tailings, have been developed at the Institute of Metallurgy of our center 
alone. But all this requires pilot industrial testing. The enterprises 

do not have experimental bases, and the ministries are in no hurry to set 
them up. 


In our opinion, the solution here is to convert the enterprises, which pro- 
cess multicomponent raw materials, into wasteless intersectorial complexes. 
In the Urals this applies to the overwhelming majority of plants of nonfer- 
rous and ferrous metallurgy. It is necessary for the ministries, which are 
responsible for their scientific and technical progress, to actively pro- 
mote it, not to divide the products into "their own" and "others'” and to 
show concern about completely processing the raw materials. 


In all this an important role belongs to USSR Gosplan and the USSR State 
Committee for Science and Technology. It has long been time for the enter- 
prises, which process multicomponent ores, to plan the development of all 
the works which are necessary for the complete, wasteless utilization of 
raw materials. It is also very important to interest collectives economi- 
cally in obtaining a greater number of components and to increase the de- 
gree of their extraction. It is extremely desirable to expedite the de- 
velopment of an experimental base for the pilot industrial testing of the 
recommendations of scientists. 


The Urals are a region of large-scale machine building. Therefore, we are 
devoting much attention to the comprehensive problems of its development. 
The program elaborated at our center is aimed at optimizing the process of 
developing unique machinery, machines and complete sets of machines for the 
leading sectors of the national economy of the country. The development of 
a fundamentally new metallurgical line, in which the smelting, casting and 
rolling of the metal are combined, is an example of a major scientific and 
technical problem, which is being solved comprehensively within the frame- 
work of this program. The department of machine building, which was re- 
cently set up here and is headed by Corresponding Member of the USSR Acad- 
emy of Sciences G. Khimich, was the organizer of this work. Scientists of 
the institutes of metallurgy, the physics of metals, mathematics and mechan- 
ics, as well as specialists of a number of metallurgical and machine build- 
ing enterprises, were involved in solving the problem. The idea, on which 
the new metallurgical complex was based, radically changes the established 
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processing method and promises an @hormous economic Ampact on @ national 
ecale. 


Unfortunately, for the present there are few such examples, when academic 
ecience from the very start would have parcictpaced in the solution of a 
major practical problem shoulder to shoulcer with production workers, It 
seems that the assertion chat che initiative here should in many ways come 
from the production workers, will not provoke an argument. The managers of 
enterprises must ‘know the situation in Che sector thoroughly and must re- 
act quickly to the demands of the national economy. 


For many enterprises this requirement of technical progress has not yet be~ 
come an organic need, It is obvious that the management mechanism so far 
ie etill inadequately effective with respect to the assimilation of scien- 
tific and technical innovations by enterprises, and therefore their fate 
often depends on the personal attributes of the economic manager, on his 
desire or unwillingness to assume “extra concerns. 


Here is a typical example. We intended along with experienced metallurgists 
to work at solving a number of problems of powder metallurgy and at develop- 
ing the technology of the furnaceless production of iron at the base on the 
Alapayevek Metallurgical Combine. For this purpose we proposed to set up 

at the enterprise a pilot scientific and technical plant. But, unfortunate- 
ly, we did not receive support from the managers of the Uralchermet Associa- 
tion. It is not that they rejected it. No, its importance and significance 
also do not give rise to doubts among them, and in word they all express 
support. It is just that no practical steps followed. Meanwhile the Ala- 
paeyvsk Metallurgical Combine urgently needs modernization--the participa- 
tion of scientists in this matter obviously would be of great benefit. And 
the Ural Sctentific Center would acquire a good scientific production base. 


Great attention in the “Ural” program is devoted to questions of the use, 
protection and reproduction «* natural resources. The elaboration of the 
ecological principles of the rational use of nature in the Urals is one of 
the most important regional research programs. Its results are of great 
important both for the implementation of other programs, which are devoted 
to the problems of the Urals Region, and for the drafting of plans and 
forecasts of the development of the productive forces of the Urals Economic 
Region. 


Studies of the use of nature are of enormous interest both from a scientif- 
ic point of view (since we are dealing with a complex, unique combination 
of natural conditions and anthropogenic influences) and from a practical, 
socially significant point of view, since the Urals are one of the main in- 
dustrial regions of the country. The high level of urbanization and con- 
centration of industry, the high degree of utilization of natural resources, 
the pollution of the environment and the scarcity of manpower resources 
make the studies of nature, the habitat and the use of nature in the Urals 
especially urgent not only in connection with the problems of the region, 
but also in the framework of the interaction of man and the biosphere. 
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The successful fulfillment of the largewacale "Ural" program depends to « 
decisive extent on the implementation of a large set of measures, which 
were apecified by recent decrees of the party and the government on the fur- 
ther improvement of the economic mechaniom, In particular, both new forme 
of the coordination of the activity of all minietries and departments and 
the optimum combination of sectorial and territorial management, which would 
eliminate departmental (eolation in thie work, will be required, 


The atatue of the coordinating council, which te heading thie progran, 
should aleo be discussed, At present it ie an authoritative public organ. 
This te already quite a lot, but nevertheless clearly inadequate for man- 
aging euch a complex and large-scale matter. The council should be given 
all the necessary rights, including the right to manage the finances. it 
muat be considered, what the sources of financing will be and how to pool 
assets, Opportunities should be found without fail to overcome the depart~ 
mental barries in thie matter as well, 


In conclusion I would Like to emphasise once again that ecience “in pure 
form,” science for the eake of science today cannot exiet. Scientific work 
ie closely interconnected with organizing work. To develop ecience means 
to improve both in-depth basic research and all the mechanieme of ite link 
with practice and production. Precisely thie principle is the baste for 
the activity of the Ural Sefentific Center of the USSR Academy of Sciences. 


Comprehensive Planning 


Moscow IZVESTIYA in Russian 27 Feb 80 p 2 


Article by M. Sergeyev, director of the Institute of Economics of the 
Ural Scientific Center: "The Optimum Version"/ 


‘Text/ The increasing role of the scientifically sound plan, which has 
been drafted for the distant future and takes into account the interests of 
the harmonious development of all che sectors of the national economy, was 
emphasized at the November (1979) CPSU Central Committee Plenum. In a 
speech at an election meeting of the voters of the Bauman Electoral Dietrict 
of Moscow Comrade L. I. Brezhnev once again indicated that the successful 
implementation of the party economic policy presumes an increase of the 
level of management in all links and the improvement of the economic mechan- 
ism. During the iith Five-Year Plan major changes have to be made in the 
structure and proportions of the economy, the established sectorial and 
territorial contacts have to be improved, the main links, in which it is 
possibile to obtain the greatest and a quick impact at the cost of the aini- 
mal expenditures, have to be identified. 


In the solution of th®s urgent problem comprehensive planning as a means of 
the maximum concentration of forces and assets in the key sectors of social 
production should play an important role. In the decree of the CPSU Cen- 
tral Committee and the USSR Council of Ministers on the improvement of 





planning and the perfection of the economic wechaniem the stress is placed 
on the drafting of current and long-range piane, which are submitted by the 
miniatries and central departments, with the obligatory participation of 
local state organs. 


Some experience of drafting comprehensive soc ioweconomie progtame has al- 
ready been gained here in the Urals. The long-term program of the increase 
of labor productivity and the rational vee of manpower resources at the 
enterprises of Sverdiovekaya Oblast, for example, wae drafted with the ac- 
tive participation of scientiate of the ral Scientific Center of the USSR 
Academy of Sciences, sociologiste and economiete of ectentific research 
institutes, Comprehensive plane of soclo-economic development have been 
compiled at the rajor industrial centers of the Urale=-Sverdiovek, Chelya- 
binek, Perm’, Orenburg, Nighniy Tagil and Magnitogorek. 


The balancing of production volumes and the provision of the developing sec- 
tore with manpower resources are of particular importance. The analysis 
which was made shows: the employment of the population in the physical 
aphere in the Urale region is higher than the all-union indicators. Given 
this situation, in the comprehensive programe it is very important to pro- 
vide for the etrictest e.onomy of manpower, to search for advanced formes 

of the organization of labor and to persistently introduce the mechaniza- 
tion and automation of production processes and the most economical techno- 
logical systems. 


In contracts of cooperation the generalization of experience and the dis- 
semination of new forms of competition and advanced labor methods occupy a 
key place. The initiative of Hero of Socialist Labor A. Khramtsov, the 
leader of a brigade of gear cutters of Uralmash, for example, is of great 
interest. In the large block machining section he set up a specialized 
brigade collective. Spectaliete of the Ural Scientific Research Institute 
of Heavy Machine Building and researchers of the academic laboratories 
came to his aid. Now there are more than |, 300 specialized brigades at the 
Uraimash Production Association alone. And in all up to 44 percent of the 
production personnel in ‘ndustry of the Central Urale have been converted 
to the brigade form of the organization of labor. In those collectives, 
which work on one order, labor productivity increased on the average by 
l4-i" percent. This factor cannot but be taken into account when formulat- 
ing the plan indicators for the lith Five-Year Plan. 


While improving in every possible way the sectorial principle of planning 
and the control of the economic mechaniem, we should not set aside, so to 
epeak, the “horizontal” of plans. The territorial, economic and administra- 
tive regions are no less complicated production wits than the sectors are, 
since they embrace not only a set of economic contacts, but also the entire 
social infrastructure, which reflects the objective conditions of the activ- 
ity of labor collectives and the life of the population in one territory or 
another. 








There are many enforceable enactments which concern the methodology of so- 
cial and economic development, but many questions of comprehensive planning 
both vertically and especially horizontally have still not been solved com 
prehensively. Thies concerne firet of all the link-up of means of transpor- 
tation and enterprises of union and republic subordination. 


It often happens that the sectorial ataffe and departments when approving 
the amounts of the production assignments, the indicatore on labor and the 
assignments on the profit and capital investments do not take into account 
the formed territorial conditions, while local organs cannot have a real 
influence on the decisions of central departments. Some conflicts still 
exiat between the interests of the territories and the sector. It seems to 
ue that it te time to establish closer contact of the ministries and de- 
partments with the oblast state authorities, especially the planning organs, 
which are called upon to deal fully with the comprehensive development of 
the economy on their territory regardless of departmental subordination. 


e are many examples in the country of the implementation of comprehen- 
five-year and long-range plans of the economic and social development 

individual regions. In this respect the experience of the Urals is very 
instructive. Back in 1923 Uralplan drafted one of the first long-range 
territorial plane of the country, which was approved by central organs. 
This half-century old example wae further developed in the process of pre- 
paring the plan indicators for the Eighth and Ninth Five-Year Plans. Limits 
on the number of personnel for associations, enterprises and organizations 
for the five-year plan were specified, were submitted to the ministries for 
approval and were approved by the appropriate executive committees of the 
city and rayon soviete of people's deputies; the coordination of the plans 
of capital investments and contractual construction and installation work 
wae carried out; a number of five-year goal programs on basic problems of 
the development of the productive forces of Sverdlovekaya Oblast were 
drafted. 


Now, when the prospects for the Lith Five-Year Plan are being outlined, it 
ie very important te take everything of value from the many years of prac- 
tice, to improve the methodological statutes and with allowance made for 
concrete experience to bring the many prevailing instructions in line with 
the new requirements. It is necessary, in particular, to draft a statute 
on the procedure and dates of approval by the councils of ministers of the 
union and autonomous republics and by the executive committees of the kray, 
oblast and city soviets of people's deputies of the long-range and annual 
balances of manpower resources, the balances of the monetary income and ex- 
penditures of the population, uniform five-year and annual plans of the pro- 
duction of local construction materials and the output of consumer goods 
and the assignments on housing, municipal, cultural and general construc- 
tion. 


The production subdivisions and planning organs of the Central Urals are 


faced with 4 practical task: to complete in the shortest possible time the 
compilation of the drafts of the five-year plane in all the sectors of the 








national economy with allowance made for the suggestions received from 
labor collectives and individua. citizens, 


It also seems expedient to us to provide in the standard methods more pre- 
clee recommendations on the main stages of the preparation of drafts of 

the five-year plans and to reflect in them the prospects of the development 
of sectors and individual enterprises and the demand for the products being 
produced for the period being planned. Specific recommendations on scien- 
tific and technical progress should be given, the prospects of the economic 
and social development of the oblast, the city and the economic region 
should be outlined. 


The existing expcrience shows that it is advisable to formulate the terri- 
torial plans before the sectorial plans--then in the latter it will be pos- 
sible to provide for the requirements of the comprehensive development ot 
the national economy with a breakdown by territories. With such a proce- 
dure the local soviets are afforded an opportunity to influence the use of 
manpower, fuel and power, water, land and timber resources and to limit 

the irrational expansion of enterprises on the given territory. In the 
future, when passports have been prepared for every association and enter- 
prise, the local planning organs will be aole to influence more effectively 
the use of production capacities, the management of the machine tool park 
and the specialization of associated enterprises. They will also be able 
to influence more actively the formation of the plant grounds and not to 
allow the violation of public health standards to the detriment of natural 
factors. 


In the decree of the CPSU Central Committee and the USSR Council of Minis- 
ters on the improvement of the economic mechanism it is recognized as ex- 
pedient, along with the socio-economic programs of the all-union level, to 
draft programs of the development of individual territorial production 
complexes. The industry of the Urals Economic Region has a considerable 
influence on the state of tne national economic proportions, especially in 
metallurgy, machine building, the chemical industry and several other 
sectors. 


The scientists of the Ural Scientific Central with the participation of 
sectorial institutes and higher educational institutions have drafted a 
plan of the development of the productive forces of the Urals for the peri- 
od up to 1990-2000. These basic materials were discussed in the Presidium 
of the USSR Academy of Sciences and were recognized as very valuable, since 
on the general level they reveal the prospects of the further development 
of the raw material base for ferrous and nonferrous metallurgy and the in- 
crease of the efficiency and quality of social production by means of the 
renovation of operating equipment with the minimum capital expenditures. 

It seems important in the spirit of the decisions of the November (1979) 
CPSU Central Committee Plenum and the decisions of the Second Session, 

10th Convocation, of the USSR Supreme Soviet to elaborate a regional com- 
prehensive goal program of the intensification of production in the Urals 
and to strictly coordinate this programs with the corresponding sections of 


the USSR State Plan of Economic and Social Development. 
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